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MILITARY SUPPLY MANAGEMENT 


(Progress in Single Manager Agencies) 


MONDAY, APRIL 25, 1960 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON MiLiTarRy OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10:10 a.m., in room 1501—A, House 
Office Building, Hon. Chet Holifield (chairman of the subcommittee) 

residing. 

. oe present: Representatives Chet Holifield, Martha W. 
Griffiths, and R. Walter Riehlman. 

Also present: Herbert Roback, staff administrator, and Douglas 
Dahlin, staff attorney. 

Mr. Houirietp. The subcommittee will be in order. 

Last year, in May 1959, this subcommittee held hearings on this 
area of military supply management. On the basis of those hearings, 
House Report No. 674 was presented. It had findings and recom- 
mendations relating to the program of creating single manager 
agencies in the Department of Defense as a more effective manage- 
ment device. 

House Report No. 674 was, I believe, the first report to the Con- 
gress which focused directly and primarily on the single manager 
program since its inception in 1955. The report was adopted unani- 
mously by this subcommittee and by our parent, the full Committee 
on Government Operations. 

The single manager program was developed by the Department 
of Defense as the administration’s answer to the criticisms of the 
Congress, of the two Hoover Commissions, and other critics. The 
charges against the previous management and supply systems in- 
cluded duplicative management, duplication of personnel, duplica- 
tion of inventory, duplication of storage, cross-hauls in transportation 
and other wasteful and inefficient practices. All of these matters 
involve the problems of waste, duplication and inefficiency which the 
Department of Defense was created to solve, or at least the desired 
solution was a strong motive for the passage of the National Security 
Act of 1947. 

Last year the subcommittee heard testimony from Mr. Paul Riley, 
Director of Supply Management Policy in the Office of the Assistant 
Secretary of Defense (Supply and Logistics), and the Executive Direc- 
tors of the subsistence, clothing and textiles, petroleum, and medical 
supply agencies. We also heard testimony from the Air Force 
concerning a proposed single manager agency for photographic 
equipment and supplies. 
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In House Report No. 674, at pages 6 to 10, the committee made 
12 recommendations, some of them alternative, which it hoped would 
point toward strengthening or making more effective the single 
manager program as it was described by the Department of Defense 
representatives last May. 

Mr. Philip Le Boutillier, who is here with us today, signed a forma] 
reply to the committee’s recommendations in his capacity as Actin 
Assistant Secretary of Defense, in a letter dated September 23, 1959. 
Subsequent to those hearings the staff continued to examine the prob- 
lems surrounding the growth and progress of the single manager 
agencies in the Department of Defense. Other studies, documents, 
and replies to the report have been received. In particular, the com- 
plete text of the Commodity Single Manager Evaluation Report dated 
June 1959, has been made available, as well as the Report on Manage- 
ment of General Supplies, dated September 1959. 

Additional new developments announced by the Department of 
Defense include an assignment to the Army and Navy of the single 
management of military general supplies and military industrial hard- 
ware, respectively. These single manager agencies are planned to go 
into full operation July 1, 1961. 

A single department purchase assignment for common electron 
tubes has been made to the Air Force. While this assignment is not 
of the single manager type, there is a possibility that it may become 
one, since the General Accounting Office and the Department of 
Defense are studying the whole electrical/electronics area for adapt- 
ability to single management. 

It appears from the letter signed by Mr. Le Boutillier of September 
23, 1959, that of the 12 recommendations made in House Report No. 
674, eight were concurred in by the Department of Defense with no 
reservations. In three others, the Department’s reply indicates con- 
currence with the intent of the recommendations in urging positive 
support for the type of management involved. 

As to recommendation No. 12, regarding coordination between the 
Department of Defense and the Office of Civil and Defense Mobiliza- 
tion, there still appear to be policy areas upon which a great deal more 
analysis, thought and effort must be expended. Aspects of that par- 
ticular problem, however, have been covered indirectly in our hearings 
at the end of March on civil defense shelter policies. 

The text of the Department of Defense reply to House Report No. 
674, and those of other agencies will be made a part of the record at 
appropriate points, or included in the appendix. 

Once again, I wish to state that the subcommittee enters upon the 
review of progress in the single manager area with no ax to grind, and 
in particular with no service favoritism. I hope the witnesses will 
provide complete and accurate data to permit a disinterested evalua- 
tion of the direction in which these management methods are going 
and the degree of success and efficiency with which the methods are 
being put into practice. 

Now, I see we have before us a prepared statement, Mr. Secretary, 
and will you begin by telling the committee how to pronounce your 
name properly. 


wm 
erg, pie a ies a a ae 


P-—aat 


ot 
eet 


© ot Gat Oe 


SB 
o =: 


out 
COS 


lade 
ould 
ngle 
ense 


‘mal 
ting 
959, 
rob- 
ager 
nts, 
»0m- 
ated 
age- 


it of 
ingle 
lard- 
0 20 


stron 
3 not 
rome 
it of 
lapt- 


mber 
t No. 
th no 

con- 
sitive 


n the 
iliza- 
more 
, par- 
rings 


t No. 
rd at 


n the 
L, and 
s will 
valua- 
going 
1s are 


etary, 
. your 


MILITARY SUPPLY MANAGEMENT 3 


STATEMENT OF PHILIP LeBOUTILLIER, JR., DEPUTY ASSISTANT 
SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS); ACCOM- 
PANIED BY PAUL H. RILEY, DIRECTOR, OFFICE OF SUPPLY 
MANAGEMENT POLICY, OFFICE OF ASSISTANT SECRETARY OF 
DEFENSE (SUPPLY AND LOGISTICS); ROBERT C. MOOT, STAFF 
DIRECTOR, MATERIEL MANAGEMENT DIVISION; AND COL. 
JOSEPH R. DeLUCA, U.S. AIR FORCE, ANALYSIS STAFF, ARMED 
FORCES SUPPLY SUPPORT CENTER 


Mr. LeBovutiuurer. In honor of Mr. de Gaulle, you pronounced it 
absolutely right. Le-Boot-l-yai. In Philadelphia, it is Le-Boot-il-leer 
but we will stick with the French this time. 

Mr. Hourrtetp. Very well. You may proceed. 

Mr. LeBovutitirer. Mr. Chairman and members of the subcom- 
mittee, I am Philip LeBoutillier, Jr., Deputy Assistant Secretary of 
Defense for Supply and Logistics. I am appearing here today for 
Secretary McGuire who is absent from the city. He has asked me to 
express his regrets that previous commitments prevent him from being 
here. 

We appreciate this committee’s continued interest in the supply and 
service programs which are under the policy guidance of the Office of 
the Assistant Secretary of Defense (Supply and Logistics.) 

We who are associated with Defense logistics believe that significant 
advances have been made in Defense policies and management 
techniques. 

This committee has provided appreciable assistance to us through 
encouraging prompt implementation of plans and programs which we 
have presented from time to time. 

According to the information we received from your staff, this sub- 
committee is interested primarily in our progress in advancing the 
single manager system. However, before discussing the progress we 
have made in the single manager area, I believe that you should know 
about other important steps taken by the Department of Defense 
which indicate major improvements in the management of our supply 
systems. 

In the past 2 fiscal years, the supply system inventories of the De- 
partment of Defense have been reduced by $7.3 billion. 

This inventory reduction has been stimulated significantly by the 
sharp increase in the utilization of items held in long supply by the 
four military services instead of using new procurement funds to 
replenish inventories. In fiscal year 1958, utilization of long-supply 
materiel within the DOD totaled $587 million. In fiscal year 1959 it 
was $1.2 billion, and for the first 6 months of fiscal year 1960 the 
annual rate is approximating $2 billion. 

Other programs have contributed to this inventory reduction. 
Stock levels have been reduced because of our increasing use of the 
General Services Administration, from $365 million in fiscal year 1958 
to $482 million in fiscal year 1959. 


ECONOMIC ORDER QUANTITIES 


We are expanding the use of economic stockage principles through- 
out the Department of Defense. Under these principles we weigh the 
costs of buying and storing items in order to determine the most 
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economical quantities of items we should buy. Further, we are 
aggressively eliminating from our inventories those items which we 
no longer need. The magnitude of the disposal program, which has 
more than doubled in 3 years, from $4 billion in fiscal year 1957 to 
$8.9 billion in fiscal year 1959, reflects the aggressiveness with which 
we are clearing out our inventories. 

Inventory reductions through better supply management result ip 
less storage and holding costs. The supply system costs projected in 
the fiscal year 1961 budget which the Appropriations Committee js 
now reviewing are almost $100 million less than in fiscal year 1959. 
This is an annual and continuing saving. 


CROSS-SERVICING OF STORAGE SPACE 


An agreement was executed which provides for cross-servicing of 
all storage space between and among all Federal civilian and military 
agencies. ‘This, in effect, establishes a common Federal pool of ware- 
houses. The civilian agencies are presently using some 4 million 
square feet of DOD storage space under this agreement. This is 
exclusive of the strategic and critical materials being stored at military 
facilities for the GSA, which occupy 10 million square feet of warehouse 
space. The warehouse space that the DOD can make available to 
other Government agencies saves the taxpayers the cost of additional 
warehouses which these other agencies would otherwise have to build 
or lease. 

INACTIVATION OF STORAGE SPACE 


In addition to the warehouses we are making available to other 
Government agencies, we are continuing our progress in inactivating 
storage space which we cannot utilize effectively. 

During the past year we have inactivated 4.2 million square feet of 
storage space. By June 1962 we will have inactivated an additional 
19 million square feet of space. The inactivation of this space will 
reduce further the costs of operating our supply systems. 


CONSOLIDATED SURPLUS SALES OFFICES 


In the area of surplus property administration, implementing pro- 
cedures for the consolidation of the 315 surplus sales offices in the 
DOD into 35 sales offices have been completed. The first two con- 
solidated offices will be established on May 30, 1960. The remaining 
33 sales offices will be phased into the program by December 31 of 
this year. 

A very important step we have taken in improving the administra- 
tion of our surplus property program is the change in our policy which 
formerly required reimbursement for surplus property transferred 
between the DOD and other agencies of the Government. The 
requirement for reimbursement has been discontinued. We believe 
that the free exchange of surplus inventory among the agencies of the 
Government will increase the utilization of items that would other- 
wise be disposed of by sale to commercial buyers or donated to eligible 
recipients. 
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DEFENSE MATERIEL MANAGEMENT PROGRAM 


During the past year we have developed and published a compre- 
hensive defense materiel management program to improve further 
the operation of our materiel logistics systems. Action to be taken 
under this program will result in significant progress toward our dual 
objectives of effectiveness and economy. I would like to invite your 
attention to the fact that this is the first time in the history of the 
Department of Defense that a program of this scope has been de- 
yeloped jointly by the military departments and my office. This 
program has as its basic objective the integration of materiel manage- 
ment within the DOD. Copies of the document contaiming the 
specific projects included in the program are being supplied for your 
examination.' I am certain that your review of this document will 
assure you that we are not only aware of our progress but also recog- 
nize our problems, and that we do have a positive and forward-think- 
ing approach to the solution of these problems. 

Now, I would like to turn to our progress and achievements in the 
single-manager area which have been made since last May when the 
single-manager program was first presented to this subcommittee. 

As you know, we had at that time commodity single-manager 
assignments for subsistence, medical supplies, clothing and textiles, 
and petroleum. 

A comprehensive review of these single-manager operations was 
underway at that time. This review was undertaken to arrive at 
definitive conclusions concerning the efficiency of this concept for 
sustained performance during times of peace and war. 


ECONOMIES ACHIEVED 


The analyses revealed that significant economies had been achieved. 
Our estimates indicate indentifiable savings as of December 31, 1959, 
in the areas of the four fully implemented commodity single managers 
that amount to an annual savings in personnel, storage, transportation 
standardization, and inspection at the rate of about $14 million each 
year, and an aggregate savings of $339 million resulting primarily 
from sales of inventory without replacement from procurement. 

I wish to stress that these are only the identifiable savings. We 
feel that the nonidentifiable savings, such as decreased backhaul, 
elimination of competition among several military agencies in procure- 
ment, and bulk-lot procurement prices, would far exceed those we 
have been able to identify and document. 

It was also determined that the systems are providing effective 
supply support to their military customers. 

Finally, it was confirmed that the concept would be workable dur- 
ing peace and war. 


NEW SINGLE-MANAGER AGENCY AGENCIES 


At the hearings in May 1959, we stated that the single-manager 
concept should be applied to other common-use commodity areas. 
In accordance with this stated position, the Armed Forces Supply 
Support Center was directed to conduct a study to determine the 


1 Text of “Defense Materiel Management Program” is at app. 3, p. 148 below. 
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suitability of the general supplies commodity for single management, 
The AFSSC presented its “Report on Management of General Sup- 
plies” in September 1959. It was recommended that the Secretary 
of the Army assume the responsibility as the single manager for 
military general supplies and that the Secretary of the Navy be the 
single manager for military industrial supplies. These new single 
managerships were established by the Secretary of Defense on No- 
vember 6, 1959. 

The scope of these two assignments includes 804,000 inventory 
control point managed items of hand tools, household furniture and 
equipment, office supplies and equipment, hardware and abrasives, 
paint and sealers. 

At this point in time the new single managerships are in the initial 
stages of development. Executive directors have been assigned; 
agencies have been established; charters are under development; and 
a time-phased plan of implementation is in process. It is planned that 
these new assignments will become progressively operational but will 
be fully operational by July 1, 1961. 

The AFSSC report on the study of general supplies also recom- 
mended that studies be undertaken in the areas of construction 
(208,000 items), automotive, (253,000 items) and electrical-electronic 
supplies (800,000 items). The Assistant Secretary of Defense (Supply 
and Logistics) approved this recommendation, but directed that in 
the construction and automotive areas, recommendations for deci- 
sions should be developed without a prolonged study. The AFSSC 
has completed its analysis of the construction and automotive areas 
and has recommended single managerships for both commodities to 
be assigned to the Army. These recommendations are in the process 
of coordination with the military departments at this time. 


ANNOUNCEMENT OF TWO NEW SINGLE MANAGERS 


Since this statement was written, we received information this 
morning that we have full concurrence of all the military departments 
in these assignments. 

The AFSS Center is now making a comprehensive study of the 
electrical-electronic area. This study is scheduled for completion late 
in this calendar year. 


CODING 





OF GENERAL AND INDUSTRIAL SUPPLIES 


All of the items included in the classes of material assigned to single 
managers for general supplies and industrial supplies and the items 
included in the single-manager assignment now under consideration 
will be classified and coded. 

As the coding and classification of items are completed for each 
Federal supply group, the military services, GSA officials, and repre- 
sentatives of my office will determine those items which GSA should 
procure for and distribute to the DOD. The military services and 
GSA will develop a schedule for a phased and orderly transfer of sup- 
ply responsibility to GSA so that supply support to the DOD will 
not be disrupted. 

The military departments have been instructed that if any item 
is classified as an item which should be bought, stored, and distributed 

















his 
nts 


the 


ate 











MILITARY SUPPLY MANAGEMENT 7 


by DOD, and the item is one for which GSA now renders support 
to any of the military services, a final decision to withdraw the item 
from GSA system must be approved by my office. 

Under this approach to item coding and classification, we anticipate 
that our reliance upon the facilities of GSA will increase substantially. 

As a result of this classification and coding, determination will 
result in identifying those items which should be managed by (1) the 
General Services Administration, (2) the single manager, (3) the in- 
dividual military services, or (4) local purchase from commercial ven- 
dors. Items which are related to the operation of weapons, used only 
by the military services, and items for which DOD has a valid mobili- 


gation reserve requirement will be retained for appropriate manage- 
ment within DOD. 


DOD USE 





OF GSA SUPPLY SERVICE 


Last year we advised you that the volume of purchases of supplies 
from the General Services Administration had steadily increased, 
and that for fiscal year 1958 we procured from them supplies in the 
amount of $105.5 million. 

In addition, we used GSA Federal supply schedules to procure 
$259 million worth of supplies, for a total of $364.5 million. In fiscal 
year 1959 we procured from GSA $481.8 million worth of supplies, 
which represents an increase of 32 percent over fiscal year 1958 pro- 
curements. Our estimate for the fiscal vear 1960, based on the latest 
figures available to us, indicates a volume which will approach $550 
million. If we reach this mark it will mean that about 66 percent of 
GSA total supply business will be in support of DOD. 

There are other functions of the supply and logistics field in which 
DOD has made substantial progress but which are beyond the scope 
of the subcommittee’s interest todav. The staffs of the Office of the 
Assistant Secretary of Defense for Supply and Logistics and those of 
the military services have devoted a great deal of aggressive energy 
to improving the supply systems of DOD during the past year. De- 
cisions of major consequence have been made. "" ‘ertainly, the estab- 
lishment of the general supplies and industrial supplies single manager- 
ships and our current considerations of single managerships for the 
construction, automotive, electrical, and electronic commodity areas, 
all of which involve the review of 2 million items, represent progress 
and are indicative of the aggressive approach being taken to carry 
out the intent of the Congress which was expressed in the amendment 
to section 202(c)(6) of the National Security Act of 1947, as amended. 

This subcommittee has been very helpful to the Department of 
Defense by its objective stimulation of the progress that has been 
made. We appreciate your help, and I am pleased to have the oppor- 
tunity to appear before you this morning. 

I have with me Mr. Paul Riley, who is the Director of the Office of 
Supply Management Policy in my office. Mr. Bob Moot, Staff 
Director, Material Management Division, is also here. 

We will be glad to answer any questions you may have regarding 
the supply management policies of the Department of Defense. 
Thank you. 

Mr. Houirietp. Thank you very much for your statement. 
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Looking at the statement generally, it shows that you are trying to 
make progress along the line of the single management supply goal 
We would like to get into some detail in our questioning. Unless 
there are objections on the part of the committee members, I will ask 
Mr. Roback to start off with the questions, and the members of the 
committee may feel free to interrupt at any time with questions for 
clarification. 

Mr. Roxsack. Mr. Chairman, I will take up some of the matters 
discussed in the statement as well as some other more detailed matters. 

Mr. LeBoutillier has never been before our committee before. [| 
wonder, Mr. Chairman, would he tell us a little about his background 
and how long he has been in his position in the Department? 

Mr. LeBovutiuurrr. I am from Toledo, Ohio. I am originally a 
New Yorker. I was with the Electric Auto-Lite Co. in Toledo, Ohio, 
before I went in the Navy. In the Navy I served as a commander 
of an APD, destroyer escorts, and other vessels of that type. I went 
back to Toledo, was assistant to the president of the Toledo Scale Co, 

About 10 years ago—it is a little more than that now—I became 
president of the Ottawa River Paper Co., a corrugated container manu- 
facturer with plants in Toledo and Flint, Mich. We built that com- 
pany up for 10 years and a year or so ago merged it with the Mead 
Corp., one of the major companies in the industry. 

I have also been a director of the Spartan Caen. Helio Aircraft 
Corp., the National Bank of Toledo, and other smaller companies. [ 
came down to the Department of Defense about a year ago, after 
resigning all those positions. 

The only one I felt was not a conflict of interest was the Boys Clubs 
of America, so I am still a director on that. 

Mr. Houtrtevp. I think you showed good judgment there, at least. 

Mr. LeBovutiiurrr. Thank you. 

Mr. Rosack. I might observe, Mr. Chairman, that sometimes we 
criticize the rapid turnover and relatively brief experience of top man- 
agement in the Department. But sometimes it is also an advantage, 
because they don’t become cynical and jaundiced about proposals of 
the Congress. They take a new and fresh interest in matters and 
record real progress. 

Mr. LeBoutillier, will you consider for a minute the single manage- 
ment that was appointed for certain kinds of general supplies, includ- 
ing handtools. That is an assignment to the Army. The assignment 
was made in October, was it not, of last year? 

Mr. LeBovutiLureR. November. 


MOVE OF NAVY HANDTOOL PURCHASING TO PHILADELPHIA 


Mr. Ropack. Sometime during the fall, this committee and other 
committees received a considerable amount of protest from people in 
the handtool industry over a proposed move of the Navy Purchasing 
Office to Philadelphia, to be closer to other supply operations. 

The chairman directed a letter to your office inquiring as to the efli- 
ciency and economy in the proposed move, and also as to what bearing 
the move would have on a single manager for that commodity. 

Your reply, which will be included in the record at the appropriate 
place,? suggested that this move seemed to make sense. Then, a 


2 Correspondence concerning the move of the Navy handtool purchasing function from Washington to 
Philadelphia is at app. 8, p. 218. 
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month later, the Army was assigned jurisdiction over this commodity 


a. 

We are talking about handtools. Will you explain what happened 
there and why one month this looked like a good move and the 
next month the Army had taken this matter to Richmond? 

Mr. LeBoutixturer. I will do it in general and ask the others to 
do it specifically. 

We had a study underway at the center, and before the conclusion 
of this very exhaustive study came out, the Navy move was up. 
Obviously, when the study came out, then the considerations that 
prompted that one were much vaster and the decision was then made 
to give the whole business, much more than just handtools, to the 
Army. 

Paul, do you have any additional comments? 

Mr. Ritey. The reason we said it made sense at that time is because 
it is generally our policy to have procurement and inventory control 
functions located at the same spot. The Navy made this decision and 
had been planning on it for some time. 

The study of the general supply and industrial supply areas were 
not completed at that time. As a matter of fact, at the time we didn’t 
even know what the breakouts of the various commodities would be. 
There has been no harm done actually by this study. By moving 
several of the buyers to the industrial supply agency those people will 
take over the functions which have been assigned to the Navy at 
GSSO, at this time, which will be procurement and control of the 
hardware-type items. 

Mr. Rosack. The industry was quite disturbed because this would 
mean a readjustment all along the line, and here you are, making a 
study. Would it not have made sense to say, in effect, what this 
committee was suggesting, that you would see what this study 
recommended before you made any final decision? 

One month you approve a Navy decision and the next month you 
put the whole area under the Army. 

Mr. Ritey. The letters that came in—we have read all of them and 
there were quite a few as a matter of fact, were a bit overstated in 
terms of the amount of disruption that would be caused by this 
move. As I recall, and we can certainly get the exact facts for you 
in this, there were no more than two or three people involved in the 
transfer. 

Other positions were absorbed here in the Navy Procurement 
Office, so there was nothing really earthshaking about this decision 
and it was not nearly as disruptive as the letters would imply. 

I personally went up to talk to this industry association and ex- 
plained to them what we were trying to do. We did not want to im- 
pede the decision on the single manager assignment and strictly for 
the record I think that there were some of these letters written or pro- 
voked by people who were in the Navy Procurement Office show 
might have been involved in a transfer, or a loss of their position. 

Mr. LeBoutituirrR. To answer the question, which I am not sure 
you did in this case, it does look silly on the record. 

On the other hand, we had no way of knowing at that time what 
would come out of the study. We didn’t know who would get the 
assignment or whether it was even possible to make it in this area. 
In the meantime, we had to make what looked like logical progress. 
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Mr. Rosack. Have you gotten any reaction of the industry after 
this assignment? 
Mr. LeBovutiuuier. I think Mr. Riley answered that question 
satisfactorily at an industry meeting. 
Mr. Rorack. I mean with regard to the issues raised in the letters, 
Mr. LeBouriiurer. They just didn’t understand the implicati ng. 













































DETERMINATION OF SINGLE MANAGER CATEGORIES 


Mr. Roxsack. This was a study of general supplies, so called, under- 
taken at the Department of Defense level? 

Mr. LeBouriuuirrR. That is right. 

Mr. Rorackx. How was it dec ‘ided to divide up the single manager- 
ship in the general supply category? Obviously not all ; general sup- 
plies are covered in the two assignments. Also, there is a question as 
to how you divide up that work, even in handtools, or any related 
category. 

How did you decide what categories should be the Army respon- 
sibility, and what should be the Navy responsibility? Why did you 
choose them that w ay rather than, let us say, the reverse? 

Mr. LeBouriuuier. Well, generally speaking, of course, we make 
the assignments to those people who appear to have the greatest 
interest ‘and are most capable of taking it over. I would like Colonel 
DeLuca, who really has worked with the details on the assignments 
to answer that question. 

Colonel DeLuca. My name is Joseph R. DeLuca, colonel, Air 
Force, now working for the Armed Forces Supply Support Center. 

The assignment ‘of handtools or any other commodity class, be it 
furniture, fixtures, supplies, or hardware, kitchen equipment, and so 
forth, is part of total management considerations and decision. 

In terms of the job of determining who gets the management of 
which class, you have to look at the total picture. 

The procurement of handtools being done here at the Navy Pro- 
curement Office of Washington, involved less than six people in the 
single department procurement function. What we were studying 
was this total range of general supplies. We broke out general sup- 
plies into about seven major areas; administrative and housekeeping, 
handtools, hardware, construction, automotive, electrical/electronics, 
and “other types.” 

Obviously we are trying to get a balance of management and build 
on main frames; facilities, people, skills, item ranges, and so forth. 

So you can’t take, in this case, just a part of procurement with six 
people and make this decisive against your vast managerial 
decision, involving several thousand personnel and other major 
functions and activities. 

We assigned handtools as part of a total package of two commodity 
areas; furniture, fixtures, office supplies, and handtools—to the Army, 
because it was manager ially more closely alined to the package and the 
Army was integrating its handtools management in a degree that 
follow ed single management by pulling it away from all of its tec ‘hnical 
services, with certain exceptions, and putting it into the Quarter- 
master. 

The Navy’s main frame of General Supplies Stores Office had some 
5,500 items of handtools out of the Navy’s total of 17,000 but had 
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some 20,000 to 30,000 items of hardware. In fact, one-third of the 
Navy’s managerial item range at General Supplies Stores Office was in 
hardware, only 13 percent in the administration and tool item range. 
So we built on their capability, their capacity to manage hardware. 
That is why we put hardware in the Navy. That is why we put the 
first two categories of administrative and housekeeping and handtools 
inthe Army. To get both commodities, both agencies in operation, 
pased on their existing management capitalization and integration 

policies. It is not a little point that you discuss here, as to what 
Tesened to the six or seven people at NPO, Washington; it is the 
whole managerial view as to where you are going in the single manager 
integration process in the best interests of the Department of Defense. 








EXTENT OF SINGLE MANAGER ASSIGNMENTS 
Mr. Rosack. If those single managerships are designated which you 
have suggested, namely in construction, automotive, and electron- 

a 

Colonel DeLuca. Construction and automotive, yes. We are 
studying electronics. 

Mr. Ropack. Let us assume for the moment this would also include 
electronics and that you have come to that decision. 

What proportion of the total supply complex of the Department will 
be covered? 

Colonel DeLuca. Mr. Roback, let me answer you this way: I 
cannot make the assumption of electronics. I head an analysis staff 
which 

Mr. Rorpack. Let’s leave out electronics. 

Colonel DeLuca. Fine. 

When we have the facts, we will lay the recommended conelusions 
and decisions on the table. The subject is too extensive and sensitive 
to give you any assumptions or preconclusions. 

Mr. Rosack. You are talking about sensitivity of feelings or the 
sensitivity of the subject matter? 

Colonel DeLuca. Sensitivity is broad. Industry, just like you are 
discussing for hand tools here; managerial changes ‘within the Depart- 
ment of Defense; manpower considerations, scope of the assignment. 
A great deal of sensitivity exists in the field of this subject. 

Excluding electronics, there are 1,200,000 items involved for item 
Management coding in these present single-manager assignments. 
That is clothing, medical, subsistence, and POL had about 40,000-odd 
items. 

When you add the general supplies, the industrial supplies, the 
construction, and the automotive, you are talking about another 
1,150,000 items. So there are 1,200,000 items now under item review 
with these eight single managers; that is taking in Mr. LeBoutillier’s 
announcement of construction and automotive. Under item Man- 
agement coding for single management are 1,200,000 items out of 
roughly 3,600,000 items in our supply systems. 

Mr. Rosack. In total? 

Colonel DeLuca. In total. In the Department of Defense there 
are some 3,600,000 items in active status. These eight single managers 
encompass a Management review of some 1,200,000 items. 
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IMPORTANCE OF ELECTRONICS SUPPLY AREA 


Mr. Ropackx. How much would electronics add? 

Colonel DeLuca. Eight hundred thousand plus different items, 
So this would be—if electronics went single manager, this would be 
2 million items encompassed under a single manager review out of 
3,600,000. More than half. 

Mr. Ropack. Does it appear from your study that electronics lends 
itself to single management for the whole range of items; or is this 
going to be broken up into a half dozen single managers? 

Colonel DeLuca. Mr. Roback, as the head of a study group, I 
deal in facts, in research, in analysis. Upon completion, we are very 
ready to always debate, explain, expound on and support what 
we did and why; but to give any preconclusions, preconceptions or 
leanings is detrimental to the progress of study. 

Mr. Rosack. That is a safe and wise position, no doubt? 

Mr. LeBovutituter. I will have to defend Colonel DeLuca as chief 
of the Analysis Section because we maintain him pure and we want 
to keep him that way until he gets the study complete. 

Mr. Rosack. That is wise. 





TIMELY DECISIONS 


Mr. Chairman, the committee suggested in its report—in fact, 
recommended—that some of these decisions be made without studying 
the matter to death. Mr. Riehlman’s report, when he was chairman 
of this subcommittee, recommended that, too. I think, basically, there 
has been some response to that. 

Would you elaborate on that, Mr. LeBoutillier? 

Mr. LeBovurtiturer: Yes. We did that in the construction and 
automotive ones. 

What we did there was to take the center staff—which, as we said, 
were purely analysis people—and selected the best people we could 
get from the services themselves and put them all together to review 
the automotive and construction areas concurrently. That is why we 
are able to do it so rapidly. 

It has drawbacks in fields like electrical-electronics because that is 
just such a complex thing, with 800,000 items that we wouldn’t dare 
do that. 

ORGANIZATION FOR ANALYSIS STUDIES 


Mr. Rogpack. Mr. LeBoutillier, you might explain to the committee 
just how these studies are organized in your department. 

Mr. LeBoutiuuier. We originate them frequently, or they may 
come from one of the services. Then they go before the council for 
approval, if we decide to use the center. In many of these studies we 
do not bother the center with them, but not in things of this scope. 

Then we recommend the analysis staff take them on. We tell them 
to do it in half the time they want and expect them to be absolutely 
accurate when the recommendations come out. 

When they come out, they are presented to the council and we, 
then, as council members, either agree with the recommendations or 
disagree. We then send them out to the services for their concur- 
rence. So far we have had very little difficulty—or I should say we 
can’t find much fault with the center’s analyses. 
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Mr. Rosack. If recommendations are made by study groups in the 
AFSS Center, and you question the general nature or line of the 
recommendations, do you appoint new study groups that are differ- 
ently composed? For example, was that done in this evaluation of 
the whole single management setup that was conducted a year or so 
age? ; 

Mr. LeBovutiuuier. I don’t quite follow that. Do you mean, do 
we appoint another group to study a study group’s recommendations? 

Mr. Ropack. Yes. 

Mr. LeBoutiLurerR. Have we done that? 

Mr. River. No. 

Mr. Rosack. This general evaluation of single management, which 
you touched upon but didn’t present at the last hearing, how about 
that? 

Mr. Ritey. At the time we started that single-manager evaluation 
study—I believe my chronology is correct here—Joe, you check me— 
the center was just getting organized and they didn’t have an analysis 
staff capability so we took this on as an ad hoe approach. We 
received assistance from the military services, Joint Chiefs of Staff, 
and representatives from my office to conduct this evaluation to deter- 
mine whether or not the single manager was an effective system, 
whether we were going in the right direction, and whether it would 
stand up under emergency conditions. 

During the course of this evaluation study, the center was getting 
organized and selecting its people for its analysis staff. 

Since that time we have thrown the major type study projects 
to the analysis staff for their completion. 


NEED FOR MANAGER OF SINGLE MANAGERS 


Mr. Rospack. What would be the situation when you have single 
managers appointed to the number of, let us say, 15 or 20? It is 
conceivable that you may come to that. You have four in existence, 
you have two pending, two you have just announced, and one big 
area is under study. So we now have eight possible—I would say 
eight established or imminent, one possible, and perhaps others. 

Are you going to have to have a single manager for the single 
managers? 

Mr. LeBourtituier. I certainly wouldn’t believe so and from a 
personal standpoint I don’t think it would be necessary or workable. 

The one thing we are trying to do in our program is to refine the 
systems so they are all somewhat parallel. We are integrating the 
separate service systems without setting up the additional overhead 
costs which would be involved in organizing a separate agency to 
manage the single managers. 

As Mr. Riley just reminded me, I guess I am the boss—or Mr. 
McGuire is—of the single managers. 

Mr. Roxsack. The point is, if you take any given area of supply 
and if you want to integrate it among the services and you appoint 
a single manager, it makes sense. But if you get so many single 
managers that you start to create problems that you didn’t have 
before, the question arises whether you ought to have a different kind 
of a setup. 

For example, some have recommended a system of one supply 
department, however defined. 
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Mr. LeBoutituier. I don’t believe we are going to come to that 
Certainly we would have to look at it at the time we got there. J, 
this ever-changing business, we have to use those systems which we 
find are workable and which appear to be ones that we can live with 
both in peace and war, and that is why we are doing what we haya 
been doing. 

Mr. Rosack. What would be the important problems in the single 
Manager, area assuming that you get as many as 15 or 20? 

Mr. LeBovuriuuier. I can’t answer for that assumption because 
I don’t believe we will ever have more than eight or nine. 





DOD REACHING MAXIMUM OF SINGLE MANAGERS 


Mr. Ropack. You think you have about reached your limits? 

Mr. LeBoutiuuier. In the common supply items, yes. 

Mr. Rintey. What we are doing there, Mr. Roback, is setting up 
these basic single managers to which we plan to add other classes 
of common commercial type material rather than to set up a whole 
string or a large number of additional single managers. 

Mr. Rosack. In other words, nothing inherently prevents assign- 
ing any number of common items to the single managers already 
existing, until you exhaust the supply responsibilities which are 
common. Is that what you say? 

Mr. LeBovuriuuer. The original ones were based on things like 
subsistence, textiles, clothing, petroleum, which are very clearly 
defined. 

You are getting now into an area where you can add on classes or 
parts of classes. It is sort of an open-end investment trust, if you 
will, with stocks of all kinds in them. é 

So, for that reason, I don’t see it is going way beyond the number 
now projected for single managers. 

Mr. Rozack. What is the relationship between the supply classifi- 
cation and an agency to carry out supply responsibilities? Obviously 
the supply classification doesn’t lend itself to organizational expression 
as it stands, because you have to break up classes and distribute them 
around. 

Mr. LeBovuriturer. Who is our expert on that? 

Mr. Ritey. Not necessarily. In the Army, for example, and in 
many places in the Navy and the Air Force, the predominance of 
organization is on a commodity manager basis. 

In the inventory control points, which really are the managers of 
these items or classes that are assigned, the lower structures of the 
organization are organized on a Federal class basis to a large extent. 

So there is no inconsistency of assignment of classes to inventory 
control points. 


PREDOMINANT INTEREST IN COMMODITY AREA 


Mr. Rospack. It was assumed in the beginning of this enterprise 
called single managership that the service having predominant 
interest would get the single manager job. If it had a predominant 
interest in a certain area like hand tools or petroleum, it would get 
the responsibility. You are not necessarily following that reasoning. 

Mr. Ritey. Predominance of interest is one of the major elements 
for consideration. 
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Mr. Ropack. From a management standpoint, the only value of 
predominance of interest would be that this agency had some experi- 
ence and had some personnel to work with. 

Mr. LeBouriuuier. I think you evaluate all the points involved 
before you ever make the decision. A case in point is petroleum. 
It is a very good working agency and while people say, ‘‘Well, maybe 
the Air Force is the biggest user,’’ we don’t believe that this is the 
controlling factor. 

Mr. Rospacx. There are certain skills, expertise, and availability 
of managerial resources, which is certainly an important consideration. 

Mr. LeBoutiuuter. Yes. 

Mr. Rospack. But apart from that, there is no particular logic, 
let us say, to putting hand tools in the Army rather than in the Navy, 
is there? 

Mr. LeBoutituter. It seems in the various businesses I have been 
in we didn’t follow an organization chart printed by the Harvard 
Business School. We put the thing where we believed the capability 
lays and in this consideration, Colonel DeLuca said, it fell to the Army. 
Probably either one of them could have done it, but looking on the 
whole thing as a big entity then, it should go to the most logical place 
which was determined by the analysis people to be the Army. 


AIR FORCE LACK OF SINGLE MANAGER SKILLS 


Mr. Ropack. The logical responsibility, presupposing talent, re- 
sources, administrative skills to handle a given supply area, resides 
in the Army and Navy, does it not? Because the Air Force is a 
neweomer. 

Mr. LeBoutiturer. I would say the Air Force has quite a few skills 
too. I wouldn’t leave them out of any consideration. 

Mr. Ropack. We took note in our report that the Air Force had no 
single managership. Now, is that related to the fact that the Air 
Force basically had no skills in supply management of this type? 

Mr. LeBourtitiier. Well, we have made a report on this, and I 
don’t remember the exact words of it, but basica!!y the assignments 
just haven’t been logical for the Air Force up to this time. Had they 
been, I think we would have made it. 

Mr. Rosack. Logical in what respect? 

Mr. LeBourtiLurer. Management skills and usage. 

Mr. Ropack. Asa relatively new military service, the Air Force has 
not developed the kinds of administrative skills that the Army or the 
Navy had in these fields that are under discussion? 

Mr. LeBoutiuuier. Well, it is my understanding that the Air Force 
draws off in subsistence, clothing and textiles, and medical, so they 
have had no need to develop skills in these particular fields. 

Mr. Ropack. Some persons believe that if you gave an assignment 
to the Air Force so as to develop some skills and some experience in 
single managership, you would thereby make it more difficult to have 
supply integration. Do you subscribe to that position? 

Mr. LeBoutiuuisr. I don’t see any evidence of that. 

_ Mr. Hourrrevp. As long as you can keep the majority of this work 
inthe Army and Navy, it would certainly preclude further duplica- 
tion of the building up of the Air Force, would it not? 
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Mr. LeBourtuurer. Well, as I think I understand your question 
this would be so. However, should some classification of things more 
logically fall to the Air Force we would, I am quite sure, go right 
ahead and make assignment to the Air Force. This wouldn’t neces. 
sarily mean duplication at all. 


AIR FORCE SUITABILITY FOR ELECTRONICS MANAGEMENT 


Mr. Houtrrexp. If the Air Force would take on a large area of 
supply, this would have to be outside of the common items, would 
it not? 

Mr. LeBourituier. Well, we don’t know where our electrical/ 
electronics study would end up, you see. It conceivably would be 
within that area, but we can’t prejudge that. 

Mr. Ho.trietp. Because of the predominant use of electronics jn 
the airfield, the missile field? 

Mr. LeBouriuurerR. We can’t tell now. We did make an assign- 
ment on common electronic tubes since they seemed to be buying and 
using more of them than the Navy. The predominant user was the 
Air Force, and it seemed logical that the Air Force should do the com- 
mon procurement. 

Mr. Ritey. Mr. Chairman, I would like to add something here. 

In the other single management assignments that have been made, 
you recognize, of course, we were in areas where the Air Force had 
received support from Navy, and predominantly Army. So it 
wouldn’t have really made any sense to give those kinds of assign- 
ments to the Air Force and force them to build up an expansion of their 
organization of people to take on a job that was already being done. 

To use Colonel DeLuca’s language here, we hung the assignment 
on the main frame. The organization was there; it could be rapidly 
expanded with the least disruption. 

As we go down the road and look at other single manager areas, 
depending on where the size of the organization is, the numbers of 
people, the capability, resources, predominance of use and so on, it 
would be possible to assign one to the Air Force if it happened to be 
in a commodity where they had the main characteristics. 


AIR FORCE ASSIGNMENT FOR SPACE BOOSTERS 


Mr. Rosack. The Air Force, of course, has certain service respon- 
sibilities. They have MATS, for example, a single manager for airlift 
service. 

Now, what does the assignment of space boosters to the Air Force 
mean in the context of this discussion? Is the Air Force the “single 
manager” for space boosters? 

Mr. LeBouriuurer. Well, it is a completely different sort of a thing. 
It is a business basically engaged in research and development which 
we are not discussing here at all. 

Mr. Rosacx. The assignment says, if I recall it correctly, that the 
Air Force will boost up any payload that any service requires. They 
will be the MATS for space, so to speak; they will provide the space 
transportation for payloads. Isn’t that what it says? 

Mr. LeBouriuuer. I think so, but I must say you are getting out 
of my area now and getting into the area of Dr. York. 
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Mr. Ropack. To the extent that that is a single service assignment, 
that wasn’t promulgated or studied by your office? 
Mr. LeBouriturer. No, sir. 


SEPARATE SUPPLY SYSTEM FOR MISSILE MANAGERS 


Mr. Houtrre.p. Does it follow that because they have this mission 
assigned to them, they would necessarily evolve a complete procure- 
ment system in that area? Or would they avail themselves of pro- 
curement systems which are already in Army and Navy for component 
parts which they might need and which are now being supported by 
those services? 

Mr. LeBoutiuurer. Well, our experience so far in the weapons 
system concept has been that the weapons systems managers, of 
course, do manage the intricate parts of the missiles and so forth which 
are still in development stages. However, for the common items 
they draw off the single manager stocks. For instance, if there is a 
Thor battalion somewhere, with a weapons system manager he doesn’t 
procure his own whiskbrooms too and that sort of thing, he gets those 
right from common stocks. 

There doesn’t seem to be any inconsistency between them. It may 
be too early to see. 


REDUCTION OF SUPPLY SYSTEM INVENTORIES 


Mr. Ronack. At page 2 of your statement, Mr. LeBoutillier, you 
mention a reduction of $7.3 billion in supply inventories. Does that 
figure reflect the generation of surplus? 

Mr. LeBourtiuuier. It is a combination of that utilization, transfers 
and so forth—Mr. Moot might give you the particulars on that. 

Mr. Moor. Of that $7.3 billion that was reduced in 2 fiscal years— 
actually in fiscal year 1959, $2.4 billion of it was by disposal from 
supply system inventory. 

n 1958, the figure was 1.3, in terms of disposal from supply system 
inventory. 

The balance of the 7.3 has been through either intraservice draw- 
down of inventory or interservice utilization of inventory or inter- 
agency utilization of inventory, or by donation. 

Mr. Rorack. To the extent that surplus was generated—and that 
is presumably about half of the total eeian, if I follow your state- 
ment—that would not necessarily be by virtue of good management, 
that would be just a normal generation of surplus? 

Mr. Moor. With one modification, Mr. Roback. Over the past 2 
years there has been an aggressive program throughout the Depart- 
ment of Defense to purge inventories, which does reflect good manage- 
ment in the sense of cleaning out from the warehouses that material 
which is no longer necessary and therefore resulting in actual savings. 

Related to that point is Mr. LeBoutillier’s statement which says 
that our depot supply system inventory costs have decreased in the 
1961 budget by $100 million over the 1959 budget, largely attributable 


to decreased inventory and improvement in management of the 
system. 
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INTERSERVICE TRANSFERS OF EXCESSES 


Mr. Rosack. Now, one of the ways to reduce inventory is to get 
excesses redistributed either within or among the services, and you 
have said that there is an aggressive utilization program. Also, | 
recall Mr. LeBoutillier’s statment that one of the techniques to en- 
courage this kind of transfer is the elimination of the requirement that 
there be reimbursement. Rather than pay for secondhand or excess 
material, a service would prefer to initiate new procurement. You 
made that statement, did you not? 

Mr. LeBovutituter. Yes, sir. 

Mr. Rosack. You refer here, by the way, to surpluses and you 
probably meant excesses, in the technical jargon of the military trade, 
did you not? At page 4 of your statement? 

Mr. LeBoutiuurer. That is right. 


REQUIREMENTS FOR REIMBURSEMENT 


Mr. Rosack. It says the requirement for reimbursement has been 
discontinued. Is that true of all transfers or only of certain categories 
of excesses? i 

Mr. LeBouti.uirr. It is true outside of the Department of De- 
fense—check me if I am incorrect—within the Department of Defense 
because of our control systems which we think are necessary still at 
this time, that is only true of items under $3,000. 

Mr. Roxsack. What? 

Mr. LeBovutiuurer. Under $3,000. 

Mr. Ropackx. Do you mean 

Mr. Moor. Could I add one statement there? 

In addition, all property within the Department of Defense will 
move without reimbursement under today’s policy if it is moving 
between central inventory managers who wil! maintain item control of 
the property versus moving at the consumer level. 

At the consumer level the restriction is below $3,000, in lots. This is 
a policy statement to prevent unnecessary transportation of bulk 
stocks beyond immediate need at the operating level. 

One further point. Externally from the Department of Defense, 
no reimbursement. 

Mr. Rosack. But within the Department, if the item costs more 
than $3 ,000—— 

Mr. Moor. It is a line item basis; or a lot basis really. 

Mr. Rosack. A transfer of an item costing $3,000 or more, does 
that require reimbursement? 

Mr. Moor. It does not require reimbursement if it is moving 
between one of our 58 inventory managers. 

If it is moving at the retail level for consumption, it does require 
reimbursement above $3,000, but also to this particular point, our cur- 
rent policy includes an aggressive use of our own regulations which 
provide for writedown of inventory for the purpose of getting utili- 
zation. 

In other words, a reduction off the standard price. So that we have 
a modified reimbursement policy at the consumer level above $3,000; 
no reimbursement below $3,000. 
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Mr. Rospack. Was it the case that this withdrawal of the require- 
ment for reimbursement was directed to certain categories—for 
example, items in long supply? ; 

Mr. LeBourtiuuierr. It is for all items we declare excess; isn’t it? 

Mr. Rozpack. Does this apply to all items of excess without classifi- 

tion? 

CM. Moot. It is neither a black nor white answer. You have to 
start from within the Department of Defense 





RECLASSIFYING EXCESS AS MOBILIZATION RESERVE 


Mr. Ropack. Excuse me. Let me restate the question, to make it 
a little more plain. 

The statement has been made that this lack of reimbursement 
applied only to items in long supply and to avoid it, to discourage 
transfers, inventory managers were reclassifying their material as 
mobilization reserve. 

Mr. Moor. Well, we have heard that story, too. 

Mr. Ropack. That was a matter of testimony before the Douglas 
subcommittee. I would like you to clarify that point and explain it. 

Mr. Moor. I think the best answer to that particular point is by 
looking at our actual inventories before and after. 

The statement has been made and was testified before the Douglas 
committee that people were reclassifying inventories within the re- 
imbursable strata in order to get reimbursement without due regard 
to our policy. 

Actually on June 30, 1958, on the inception of this nonreimbursable 
policy we had $12 billion of our supply system inventory in mobiliza- 
tion reserve. 

As of June 30, 1959, a year later, we had $11.5 billion, or $600 
million less. I think that is obvious indication that we did not re- 
classify it. 

In the same period of time, our long supply, our contingency reten- 
tion, our excess property and surplus, decreased $3.9 billion. 

On the positive side, we were utilizing our supply system long- 
supply stocks. On the negative side we were not reclassifying it in 
order to get reimbursement. It is true our reimbursement policy is 
restricted to long supply and that is the incentive we wish to create in 
order to get eilieatien of the stocks rather than new procurement. 

Mr. Rosackx. If it is restricted to long supply, then as a matter of 
fact how do you control these classifications? 

Mr. Moor. Classification of stocks at the inventory control points 
are based on specific policy of the Department of Defense as to what 
will be classified under what strata, and these policies in terms of 
rocedures and actual application are being reviewed on a continuous 
asis throughout the Department of Defense. That doesn’t mean 
that we do not still classify items that are suspect, as mobilization 
reserve. However, we are not doing it because of this policy of reim- 
bursement; we are doing it because of long precedent in terms of past 
critical material, current requirements determination, and to this end 
there is a forthcoming new policy on criteria for mobilization reserve 
within the Department of Defense which is considerably more specific 


in terms of the essentiality of an item to be classified as mobilization 
reserve. 
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Mr. Ropackx. To what extent does this new policy reflect change 
in war concepts? Many persons don’t think you need all these re. 
serves—that you are not going to fight a war which requires all these 
reserves. 

Mr. LeBovutiuurer. I think I can comment here. 

Recently the Secretary of Defense put out what is called a logistics 
guidance paper. ‘This is a very highly classified document which has 
in it factors which can be multiplied out into things. 

Now, this would take some time to do. As a result of this multi- 
plication, it will come out as to what you need on hand, what you 
need in reserve, and what you don’t need at all. And in that way, 
we don’t know yet and we won’t know what the numbers will be 
but this is done each year. We will determine the inventories which 
we should hold. 


DECISION ON MILITARY STOCKAGE BARS USE OF GSA 


Mr. Rosack. Is it not the case that the traditional emphasis on 
stockage reserves has made the Department of Defense disinclined to 
deal in any substantial way with the General Services Administration? 

In other words, if you have to have reserve stocks, you need ware- 
houses to put the stocks in, and you prefer to have those warehouses 
under military control. However, if you just have supplies that you 
consume with high turnover, you can draw them from any civilian 
stocks. For such items, you are more willing to deal with the General 
Services Administration. 

Mr. LeBovutiuurer. I can’t answer for the past, but I can say in 
the last 3 months we have made agreements with the GSA, both in 
principle and in fact, which are going to place a great deal more 
reliance on them. 

Mr. Rosack. Does that reflect a lesser emphasis on mobilization 
reserves? 

Mr. LeBourruurer. | am not sure. 

Mr. Rizey. We are trying to approach it from two directions, Mr. 
Roback. One, a policy which Mr. Moot touched upon which is to 
get only those items in our mobilization reserves which are legitimately 
essential combat. items. 

The other is to separate out these other items and determine 
whether or not GSA is the proper agency to manage those. 

For those items which are essential to us, for mobilization reserve, 
our present policy will allow the military services to retain the man- 
agement of those items. But we are hoping through this polic 
change that we can eliminate the items in mobilization reserves whic 
are held solely for convenience. We would still take the position 
that the Department of Defense should manage the legitimate mobi- 
lization reserve items. This does not mean that, for certain of these 
items, GSA could not buy the item for us but at least we would want 
to control the distribution of that item on a worldwide basis. 


USE OF GSA FOR OVERSEA SUPPLY 


Mr. Rozacx. GSA is supplying some items for oversea military 
purposes. 
Mr. Rivey. Very few. 
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Mr. Rospackx. What type items? 
Mr. Ritey. Some handtools, I believe, office supplies, and other 
items of that nature. 


AIR FORCE IS BIGGEST GSA CUSTOMER 






Mr. Rospack. The Air Force has been the biggest customer, as far 
as the military is concerned, of the GSA? 

Mr. River. Yes. 

Mr. Rosack. The statement has been made that the reason the 
Air Force has been more willing to deal with the GSA is that the Air 
Force preferred to do that, rather than to deal with the Army and the 
Navy. 

Mr Ritey. I don’t think there is any basis of fact in that state- 
ment. 

Mr. LeBoutiturer. No, I think they prefer to do that rather than 
to build up their own supply system and thereby duplicate GSA 
facilities. I have never heard the other theory. 







NEW POLICY ON USE OF GSA 
Mr. Ropack. Well, what is the future relationship with the GSA? 
For some time there have been criticisms about rather limited use. 
You have instituted a new policy. What is the general policy? 
you have referred to it briefly in your statement. 

Mr. LeBourtiturer. Well, generally speaking, we have said that 
those items which can be better bought through the GSA, and in some 
cases managed by them, will be done by the GSA. 

I think it is true that prior to the new single managers we only had 
about 40,000 items under single managership. Now, we have about 
1.2 million coming under review and this gives us a wonderful oppor- 
tunity to screen out those items which properly belong with GSA. 
We are aggressively doing it and as I mentioned, if there is an item 
now being supplied by GSA and some service wants to take it them- 
selves, they can’t do that without specific approval from my office. 
















CODING OF GENERAL SUPPLIES AND INDUSTRIAL ITEMS 






Mr. Rospack. You are coding all general supply items, are you not? 

Mr. Ritey. Yes. 

Mr. Rospack. You are going to put a tag on each item to say how 
this should be procured? 

Mr. Moor. Yes. 

Mr. Ropack. How long is that going to take? 

Mr. Rirey. The coding under these new single manager assign- 
ments, general supplies and industrial supplies, will be completed by 
October 31 of this year and the classification of the items in terms of 
which is the best way to manage these items will be completed by the 
end of December. 

Mr. LeBoutiiurer. As we go along, aren’t we making decisions 
daily on these things? 

Mr. Ritey. Yes. 

Mr. LeBoutiturer. We aren’t holding everything until the end of 
the analysis. We are doing them as we go. 
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EXPANSION OF GSA STORES DEPOTS 


Mr. Ropacx. GSA regional stores depots carry about 9,000 line 
items, if I recall correctly. 

Now, you are going to tag how many items? 

Mr. Moor. 804,000 in this package we are currently looking at. 

Mr. Roxpack. Will you ask GSA to procure items which are not 
now handled in their stores depots? 

Mr. Moor. Without doubt. 

Mr. Ropack. Does that mean they may have to enlarge their stores? 

Mr. Moor. They may very well have to enlarge their stores. 

Mr. LeBoutitiier. That is why we say we are doing this with the 
GSA. In other words, we are not suddenly saying, “Tomorrow 
morning, GSA, you take on 50,000 items.” 

Mr. Rosack. These are different attitudes about appropriate roles 
of GSA in relation to the military. I am not arguing this point, 
but would it follow necessarily that you would have a more economical 
relationship by dealing through GSA? 

Mr. LeBoutitiier. Not necessarily. If you mean by that, will 
they buy them more cheaply? 


GSA REQUEST TO DOD TO BUY PETROLEUM 


Mr. Rogpack. Let’s turn the proposition around. Are there any 
eases where GSA has investigated the suitability of the military 
departments procuring for the GSA? 

Mr. LeBovurtiuurer. Yes, petroleum. 

Mr. Rosack. Has there been any other category? 

Mr. LeBouriuuierR. Not that I know of. 

Mr. Moor. Subsistence and medical have been talked about now 
and then but never seriously in terms of a formal proposal. 

Mr. Rosack. What is the decision? Has there been any decision 
on petroleum? 

Mr. LeBourti.urer. Yes, there has. 

Mr. Rosack. What is that? 

Mr. LeBourtituier. The problem there is quite simple. The 
military agency buys about $1,200 million—I think my figures are 
right—of petroleum a year. For GSA it is something like $120 
million. Any purchase of 10,000 gallons or less in the military is done 
by local purchase. Two-thirds of the GSA purchases are under 5,000 
gallons. So what, in effect, it meant was that the Military Petroleum 
Agency was not set up to take care of these very small purchases. 
They can’t consolidate them because they all go to different delivery 
points. 

If you are going to have to add people, you might as well add them 
to GSA. While this looked pretty good on the surface, it ended up 
that it properly belonged back in GSA. The decision was made about 
10 days ago that it would remain there after a pretty good look at it. 


DOD PURCHASING FOR OTHER CIVILIAN AGENCIES 


Mr. Rozack. Do you know offhand what civil agencies of the 
Federal Government the Department of Defense procures for? They 
procure medical supplies for OCDM;; do they not? 

Mr. LeBovutiuuier. I don’t know. 
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Mr. Moor. That is right. 

Mr. Ropack. Do you know of any other civil agency for which the 
Department of Defense does procure? _ a 

Mr. Ritey. From time to time I believe we have initiated some 
procurement—this is not based on the regular agreement, however— 
with the Public Health Service. 

Mr. Moor. Of course, we do support, in terms of supply systems 
support, we actually have a considerable amount of volume with the 
State Department, with the Treasury, including the Coast Guard. 
For example, on a reimbursable basis, an analysis of our annual 
reimbursements will indicate quite a sizable other agency business as 
a most economical method for them to get supplies, versus setting up 
their own system. 

Mr. Rosacx. Now, will your relationship to the GSA contemplate 
buying through their Federal Supply Schedules also? 

Mr. Rivey. Yes. 

Mr. Ropack. Are the stores items considered local purchases? 

Mr. Rivey. Are the stores items? 

Mr. Rosack. I mean as far as the Department of Defense is 
concerned. 

Mr. Ritey. As far as we would be concerned, they would be so 
considered. 

Mr. Rospack. They would be handled under your local purchase 
arrangements. 

Mr. Ritey. In other words, a requisitioning agency could go directly 
toa GSA depot and replenish supplies through that source? 

Mr. Moor. As a matter of fact, in reverse, we generally frown or 
look very skeptically at a double depot system, that is transferred 
from GSA storage depots to a military depot and then through the 
distribution system. The whole advantage that we are talking about 
is utilizing an in-being GSA stores depot system in lieu of our own 
wholesale depot system. 

Mr. Ropack. Is the Army Supply Support Center now making a 
study of local purchasing? 

Mr. Ritey. The Armed Forces Center. 

Mr. Ropack. Excuse me. I meant the Armed Forces Supply 
Support Center. 

Mr. Ritey. The center completed a study on that subject, I 
believe, about 6 months ago, and their recommendations are being 
acted on. 

As a matter of fact, our item coding and classification systems here 
will determine those items which ought to be bought locally and we 
will begin to get some consistency in this area. This is a problem I 
believe that was brought out by the committee last year, the lack of 
consistency among the military services in local purchase policies. 

Mr. Ropacx. How would this work in specific categories? For 
instance, the committee is familiar with certain problems of local 
procurement of items like dairy products. We find that an Air Force 
base adjoining an Army base will be paying different prices for rela- 
tively the same item, or ordering it is different ways so that costs vary 
substantially. 

Mr. Ritey. I believe, Mr. Roback, since the hearings last year—at 
least we have been informed of this—that the military subsistence 
supply agency has gone out with a flat policy saying that fresh dairy 











24 MILITARY SUPPLY MANAGEMENT 


products and bakery products can be bought locally. That is a flat 
policy across the board. There have been some problems involved in 
that, but these are local problems in connection with prices of milk 
and so forth. 

Mr. Roxpack. But this consumption is tremendous and items ryp 
into hundreds of millions of dollars. 

Now, why is it, just as a matter of illustration, the Los Angeles 
regional office of the subsistence agency controls the procurement— 
in fact, I think it actually does the procurement, of dairy products, but 
no other regional subsistence agency does that? 

Mr. Rivey. I can’t answer that question for you as a specific, but 
we can provide the answer for the record. 

(The information received follows:) 

On December 11, 1959, the Quartermaster General requested MSSA to provide 
him with a uniform procedure for local procurement of dairy products. This 
procedure would be similar to that in effect in the Los Angeles area. In essence 
it would be the notice of intent to purchase (NIP) procedure (informal competitive 
bidding) which is the standard practice of MSSA in the procurement of subsistence. 
This would provide surveillance of local purchases by the MSSA regional offices 
and would tend to preclude wide price variation between installations in a given 
region. 

Mr. Rorsack. Could you undertake a study of certain items of 
that sort, dairy products and bakery items? 

Mr. LeBoutiuiier. We would be glad to. 

Mr. Rosack. Would you arrange to get certain types of informa- 
tion for us which would be inconvenient for the committee to assemble? 

Mr. LeBovutiuurer. Certainly. 

Mr. Rosack. If I may, Mr. Chairman, I would like to pursue that 
matter with the staff of Mr. LeBoutillier’s office. 

Mr. Houtrietp. That may be done. 


CONSOLIDATION OF SURPLUS SALES OFFICES 


Mr. Rosack. On page 3 of your statement, there is some discussion 
of the magnitude of the disposal program, which is going to approach 
about $10 billion a year for the next 2 years, it seems. 

The Bureau of the Budget represented in a statement before the 
Douglas committee, that because of the magnitude of this problem 
it is going to be one of the most difficult areas of Government admin- 
istration. 

Now, you have undertaken to make certain consolidations of dis- 
posal offices. Will this consolidation be in terms of the sales announce- 
ments or in terms of actual disposals? 

Will any disposal material be consolidated for given territories or 
areas? 

Mr. LeBovuriturER. No; it doesn’t mean that. It will refer to 
cataloging and will allow certain buyers to know where this material is. 

Paul, would you like to explain that? 

Mr. Riney. Yes. 

There will be no movement of stock. We are setting up these 35 
surplus sales offices where the actual selling operation, the uniform 
instruction for lotting, merchandising, and so on, will be controlled. 

Mr. Ropack. But as far as the actual post, camp, and station 
disposal dump is concerned, that remains, and the fellow who wants 
to buy still has to go there. The consolidation is not in terms of the 
physical operations. 
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Mr. Ritey. It is in terms of the administration of the operations, 
but it would contemplate no movement of stock which would be tre- 
mendously expensive. 

Mr. Rozsackx. What is being consolidated? 

Mr. River. The 315 sales offices we now have, located at various 

sts, camps, and stations throughout the United States. They will 

consolidated into 35 locations. 

Mr. Rosacx. They still have to have disposal officers to sell the 
stuff where it is being disposed of. 

Do you refer to personnel who deal with making announcements 
and who are engaged in directing policy on bidding, lotting, and things 
like that? 

Mr. Ritey. Announcing the sale, supervising the gathering of ma- 
terials, publishing catalogs, the handling of the sale itself, the invita- 
tion for bids, opening of the bids, acceptance of deposits, and so forth. 


PERSONNEL SAVINGS CANNOT BE ESTIMATED 


Mr. Rozsacx. How many personnel spots will be eliminated by 
that? 

Mr. Ritey. We can’t honestly give you an accurate estimate of 
that, Mr. Roback. Depending on the size of the posts, camps, and 
stations you will find in many places that only a half a person’s time 
may be devoted to this kind of work. 

In other places it may range as high as 15 to 20 people, depending 
on the size of the operation. We feel reasonably sure that once this 
consolidation takes place and it is fully implemented, there will be 
some savings in personnel, but I can’t give you an exact amount. 

Mr. Ropackx. You have asked the Air Force to take charge of 
maintaining the bidders’ list. 

Mr. Ritey. The Central Information Service. 

Mr. Ropack. You have asked the Army to train people in disposal 
operations? 

Mr. Riuey. Yes. 

Mr. Rospackx. What have you asked the Navy to do in disposal? 

Mr. Ritey. Nothing except they are participating in the operation 
of some of these sales offices. 

Now, I think it is important for the committee to understand why 
we did that. The Air Force had in operation a central bidders’ in- 
Taam control center. It was staffed, equipped, and well orga- 
nized. 

The other services had no such arrangement so it seemed to us to 
be logical to give the Air Force the job for everyone. 

The Army had its Logistical Management School at Fort Lee, Va., 
with a very good course in surplus disposal, so it seemed logical to us 
to give the y the assignment to provide the training for all serv- 
ices, 


SINGLE MANAGER FOR SURPLUS DISPOSAL 


Mr. Rosacx. Did your office study the problem of a single man- 
ager for disposal? 


r. Ritey. No, sir; we did not. 
r, Ropackx. The question was asked before another committee 
Whether you had studied the single manager for disposal, and I be- 
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lieve your own testimony was to the effect that you are taking pre. 
liminary steps here. You haven’t come to any decision? 

Does it make any sense to have a single manager for disposal? 

Mr. Rixey. I believe what we said in testimony before another 
committee was that we felt that we would have to or we should 
complete the consolidation of these sales offices and get this much of 
our program consolidated before we undertook any major study of 
this whole surplus disposal problem in terms of who should have the 
assignment and how it should be organized. 

Mr. Rosackx. Is it a likelihood, a possibility that there would be a 
single manager for disposal? 

Mr. LeBoutiuurer. I can’t answer that. I don’t know that we 
have enough experience behind us until we do try to make efficient 
what we are already doing. 


GSA SURPLUS DISPOSAL RESPONSIBILITY 


Mr. Houirretp. We have had this military property disposal ever 
since the end of the war, billions of dollars of it per year. One of the 
original purposes of the Congress in passing of the GSA Act was to 
set up a central surplus property disposal agency to be skilled in 
sales, handling of materials, and so forth. 

Now, this goal has never been realized, and GSA has never developed 
into a real disposal agency as it was contemplated. It seems as if 
each branch of the service has been successful in retaining its own 
empire in this field, and assigning people to it, incidentally on rotation 
basis, with no particular skills in merchandising. If the law had 
been followed out as contemplated, GSA would develop permanent 
career people in the field of merchandising—and I use the word 
“merchandising” advisedly, because it is a merchandising operation 
when you start selling great quantities of various types of merchandise 
to the consuming public on more or less of a wholesale or semiretail 
basis. 

But this goal has never been reached. ‘This is 15 years later, and 
you still are not moving along that line, are you? 

Mr. LeBouriturer. Well, in property we are, are we not? 

Mr. Ritey. We have frequently requested the assistance of GSA 
in this merchandising field which you are talking about. As you 
may know, GSA has from time to time actually assigned people to our 
installations to help us do this kind of job. 

I wouldn’t want to give you the impression, Mr. Holifield, that 
this is not a worth while study. Our problem is that we think we are 
taking the right steps now in this initial consolidation. We have 
something like 30 or 35 studies of areas that we are looking into now 
and we have about reached the end of our manpower limitations as 
to the extent of the number of studies we could take on at any time 
in the near future. 

This is a consolidation to 35 offices which we feel is a necessary 
prerequisite to looking into the overall management of surplus 
disposal by the GSA. 

I believe there was a consideration a number of years ago as to 
whether GSA should be given this assignment or not. 

Mr. Moor. I was going to add that we have worked out and stayed 
very closely with GSA in terms of our plans on surplus disposal, 
and we have their full concurrence in what we are doing. 
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As Mr. Riley says, we both agree, GSA and the DOD, that the 
steps we are taking now are necessarily prerequisites to any other 
form of management. 

The documents that I am holding in my hand are on a joint regu- 
lation basis which means that they are uniform thoughout the Depart- 
ment of Defense. 

One is to do the consolidation job and one to establish uniform 

rocedures for merchandising throughout all of its scope, so that we 

ave what we think is probably a good 2-year job to consolidate. 

The other aspect of the problem insofar as GSA is concerned is that 
we have to answer the overseas problem which has not yet been 
answered. 

As you know, we have a worldwide job here and to date GSA has 
generally limited its scope to the domestic area. 


EXCESS DISPOSAL IN OVERSEA AREAS 


Mr. Rorack. You haven’t made any organizational changes in 
oversea excess disposal? 

Mr. Moor. In this particular step we are not, but we have done 
consolidation work in oversea areas. As a matter of fact, we are 
pretty well consolidated overseas; we are consolidated in Europe; 
we are consolidated in Japan. 

Mr. Rorack. Your office has approved a bill sponsored by a 
member of this committee to donate oversea surplus—foreign excess 

rsonal property—somewhat analogous to donation programs here. 

oes your office have any information on types of surplus property 
generated that would come within that donation program, and likely 
donees to whom it might be disposed? 

Mr. Moor. Well, generally speaking, of course, of our total disposal 
program, which was $8.9 billion last year, we are talking about just 
about a billion dollars of material overseas. Generally speaking, the 
type of property that we are disposing of overseas is more highly 
military-type technical material than the mix would be domestically, 
simply because of the nature of our property overseas. 

We have not been able, even though we have tried, we have not been 
able to, without going to the—actually to all of the points overseas 
to get even a good mix of the property that would be capable of being 
donated. 

As you know now we operate under the restriction that we do not 
donate property unless it has no commercial value or unless the costs 
of storage and preparation for sale would exceed its estimated market 
value, so that our donable property overseas is almost nonexistent 
at the moment. 

Mr. Rorack. You don’t know what would be the consequence of 
the legislation. You merely favor it as a general policy? 

Mr. Moor. Mr. McGuire has not quite stated a Department of 
Defense position in the sense of being in favor of the oversea donable 
property program because he has not felt that was his responsibility. 
He did say in the hearing of a subcommittee of the Committee on 
Government Operations that if the Congress decided that the donable 
arty should be extended overseas, he felt that because it would 
e an aid to moving material—— 

Mr. Rorack. It is easier to give it away than sell it? 
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Mr. Moor. In the sense of time, that we can make a donation faster 
than we can make a sale so in that sense of inventory management 
it would be of value to us. But he did not, insofar as the bill w 
concerned, he did not state it as a Defense Department position, 

Mr. Houirieip. Is that an expedient or wise position on his part? 
Is it a very profound observation that you can give away materials 
faster than you can sell them, and thereby make more space in you; 
warehouse? 

Mr. Moor. No, sir; and I don’t think he meant it in quite that 

Mr. LeBouriturerR. We run into problems, of course, with the 
different governments and you get into the coordination with stajes 
and so forth. 

Mr. Ritey. There are all kinds of trade control agreements over 
there, Mr. Holifield, so that these things have to be policed once they 
are disposed of. 

Mr. Ropack. Is the Department position that it does not want that 
job; that if there is a donable program, some other agency would have 
to do it? 

Mr. Moor. Mr. McGuire so stated. 

Mr. Roxsack. In that sense it is different from the disposal opera- 
tion in this country. 

Mr. Moor. Well, not quite, Mr. Robaeck. In the clisposal opera- 
tion in this country it is, of course, under the combined GSA, HEW, 
OCDM operation, so what Mr. McGuire is saying is that we should 
not have a donable property program overseas which would involve 
administratively military agencies overseas whose prime job was 
security; that it should be someone else. As a matter of fact, he made 
such a suggestion. 

Mr. Houirietp. Now, doesn’t the bill that we are discussing actu- 
ally provide that the military commander of a post or station can 
determine that certain materials are useful in the field of hospitaliza- 
tion or education, or health, and that he can personally make the 
decision to transfer this to the head of a state? 

Mr. Moor. There have been several bills, Mr. Holifield. Perhaps 
you are looking at a bill that we have not— 

Mr. Ho.uirietp. It is the Monagan bill, I believe. 

Mr. Moor. Mr. Monagan is a member of the subcommittee. 

It is my understanding that the current versions of the bill did one 
of two things: Either provided that the President would determine 
who would administer, or actually place the administration in the 
State Department. The Department of Defense strongly objected 
to the administrative responsibility in the actual determination, such 
as vou read, of any overseas program simply because we felt that it 
would probably be a greater disadvantage than any overall advantage 
that the Congress might deem possible from the program. 


as 


RATE OF RETURN IN SURPLUS DISPOSAL 


Mr. Ropack. Can you tell us at this time what the percentage rates 
of return are on surplus disposals? There has been some confusion 
about this. 

Mr. Ritey. Do you want the total? The total is 2 percent. This 
is the figure that is frequently appearing in the press. 

Mr. Hourrretp. Three percent? 

Mr. Rizey. Two percent. This is based on a projected $10 billion 
program against a $200 million return. 
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We believe that this is not a fair presentation of the actual return 
received by the Department of Defense for the property which it gets 
out of its system each year. ' 

You can take certain commodity areas, for example, and find our 
return will go as high as 50 to 60 percent, depending upon the kind of 
material that you are talking about. | am talking about scrap 

Mr. LeBourtuier. Aircraft carriers, planes, and so forth. | 

Mr. Dauutn. This is scrap which is largely military material? 

Mr. LeBouriLuier. Yes. 

Mr. Danuin. Can you break it down any further as to areas 
other than scrap? 

Mr. Moor. I think we can. 

We might run down just for the record what this 2 percent means 
when you apply the proceeds of the disposal program. 

Mr. Houirievp. Is that a net figure after cost of handling or a gross 
figure against acquisition costs? _ 

Mr. Moor. It was a congressional committee staff figure and it 
was developed this way: During congressional testimony last year 
before the Appropriations Committees on section 611 of the 1960 
appropriations act which deals with funding of the surplus disposal 
program, Mr. McGuire was asked to question, what would be the 
cash proceeds from the disposal program in his opinion over the next 
fiscal year. 

He said he felt the cash proceeds of the program as we were then 
looking at it—cash proceeds from sale, would be $260 million. He 
was then asked what he felt, under proposed legislation, would be the 
costs that would come from that in terms of direct costs of selling and 
his answer was an estimated $75 million. 

So the staff subtracted the $75 million from the $260 million and 
got $185 million which was equated at 2 percent in terms of net return 
on $10 billion. 

Well, the testimony, or the transcript was replete with various 
other aspects of proceeds which were not included in the 2 percent, for 
example, in addition to the cash proceeds, we strongly feel that 
utilization of our property, which is included in this $10 billion, is the 
best form of Government return because when we can get utilization 
of material, it is in lieu of new procurement. 

We feel, therefore, to the extent that we have residual life in the 
material being utilized, we are getting 100-percent return. 

Mr. Dauuin. Utilization by whom, sir? 

Mr. Moor. Utilization within the Department of Defense. 

Mr. Danuin. Within the Department of Defense? 

Mr. Moor. Yes. 

Mr. Dauuin. This is excess turned over to another military 
department? 

Mr. Moor. That is right, and this is included in this $10 billion 
disposal program we are talking about and in amount it was $1,172 
million as quoted by Mr. LeBoutillier in his statement. 

In addition to that, we feel that utilization by another Federal 
agency which again is in lieu of new commercial procurement, is a 
solid return. 

Last year this figure was $117 million. 

Mr. Houirietp. That is worldwide? 

Mr. Moor. This is worldwide. 
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In addition to that, we know that as we move material out of the 
warehouses, as reflected by the annual appropriations for storage, that 
we get an actual reduction in the cost of storage, handling, and control 
For the period of fiscal year 1959, the period we are talking about. 
this figure was $22 million in terms of reduced storage costs. 

That, to us, is another real return. 

Mr. Dauuin. May we check on that a moment? 

You can’t cite the same savings, of course, as being attributable to 
both single manager operations and surplus disposal? 

Are you talking about this figure in relation to surplus of all kinds 
not simply in the single manager area? 

Mr. Moor. The figures that I am quoting, Mr. Dahlin, are aggre- 
gates. When we talk about single manager savings, for example, of 
$339 million of inventory aggregate since the inception of single man- 
agers, of less procurement Soleus we have drawn down stocks, that 
is over the years. What I am talking about is the entire program for 
1 year. So we have pieces of both savings in 1 year. 

So when you add these savings up, instead of the $260 million gross 
proceeds—cash proceeds—one piece of it—we actually come out with 
$1,524 million of proceeds against this program and in addition one 
further figure which is a proceed insofar as Congress has determined 
it to be a valid program, and that is our donable property program. 

In the same disposal figure of 8.9 billion we had 302 million of 
donable property, original cost 

Mr. Houirretp. How much was that? 

Mr. Moor. 302, sir. Donated to civil defense, health, education 
activities. 

Mr. HouirieLp. That was here in the Zone of Interior. 

Mr. Moot. It included worldwide but in the worldwide figure, 
overseas donable property value was approximately $2 million. The 
total was $1,826 million and when you measure that against the total 
program, you find that the rate of return is 21 percent and not 2 per- 
cent and, of course, the most important thing to remember is that 
we are talking about original acquisition cost of the property, whether 
it was 20 years ago, whether it was reserve Navy ships being scrapped 
that were bought 30 years ago; whether it was reserve aircraft that 
we have finally decided to dispose of even though we bought it 10, 5, 
or 8 years ago. 





CONTROLS ON FOREIGN EXCESS DISPOSAL 


Mrs. Grirritus. Mr. Chairman, may I ask a couple of questions? 

Mr. Ho.iFie.p. Proceed. 

Mrs. Grirritus. Can you estimate the disposable property overseas 
that falls into the hands of Communist-dominated countries? 

Mr. Moor. We would hope, and to the best of our knowledge, the 
answer to that question would be ‘‘Zero.”’ 

Mrs. GrirritHs. Would this apply to scrap? What about scrap? 

Mr. Moor. Well, we sell scrap under the same type of trade con- 
trols and agreements, to keep property away from the Sino-Soviet 
bloc, which means that the purchaser guarantees that reuse will be 
within or under control of his government and, of course, the agree- 
ment with the government is ironclad in preventing it happening, 
so it would have to be an inadvertence if it did happen. 
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RESPONSIBILITY FOR FOREIGN EXCESS DONATIONS 


Mrs. GrirrirHs. Now, in this donable property bill that has just 
been spoken of, do you estimate any of that property would fall into 
the hands of the Communists? Is that really one of the reasons you 
want it out from under the Defense Department, and want to let the 
State Department handle it? 

Mr. Moor. No, I don’t think so, Mrs. Griffiths. Actually there 
are two reasons why there is a State Department program overseas, 
as you know. 

Mr. McGuire has consistently felt that one program is better than 
two programs in terms of administrative responsibility. 

He secondly felt that there was a real problem involved in a military 
commander overseas making determinations in terms of priority for 
donable property. He felt that this was almost an impossible position 
to place a military commander in, without complete dependence 
upon the State Department for guidance. 

If we were simply acting as an agent, then the program responsibility 
should be with the State Department. 

All of this on top of the other factor, which was: it would seriously 
detract from his ability, in terms of time, to do his basic mission, 
which was the military mission. 

Mr. Houir1evp. I would like to express my opinion; that my opinion 
js exactly the same as Mr. McGuire’s on that point. 

To project the military commanders in these areas into the job of 
administration, and determining priority between local governments 
and local agencies within those governments, would be, in my opinion, 
a very extraneous duty to put upon them. If there is to be this 
type of a program, I hope that its adoption by the Congress will not 
in any way affect the utilization of this surplus for our other agencies, 
either civilian or military, overseas. The fact that such law might be 
put on the books should not in any way decrease this very important 
item that you point to, amounting to $1,522 million I believe you said 
it was. 

Mr. Moor. That is right, sir. 

Mr. HoutrieLp. Which is utilization, and that this is a much higher 
value to the utilizing agencies than any 2 percent or, in my opinion, 
even any 21 percent. 

After all, if this is screened properly—and I would hope you are 
screening for utilization and that it would be a strong program of 
screening—then what occurs after that is another problem. But it 
is a problem that should not press the back of the military people 
overseas and cause them to be involved in any kind of local or national 
political problems. Nor should it interfere with the aid program 
which is already being conducted overseas. If there were such 
materials available, it might more properly come under the head of 
those existing aid programs already established, mutual security or 
some Other international program, such as the World Health Organi- 
zation, or the Food and Agricultural Organization. 

Those organizations might be more properly charged with that t ype 
of responsibility than the Defense Department. 

Mr. LeBovutituier. That is our belief. 


DEACTIVATION OF STORAGE DEPOTS 


_Mr. Ropacx. At page 4, Mr. LeBoutillier, you discuss the inac- 
tivation of storage. Does that mean the inactivation of facilities? 
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Mr. Moor. In the sense of time, that we can make a donation fastey 
than we can make a sale so in that sense of inventory Management 
it would be of value to us. But he did not, insofar as the bill was 
concerned, he did not state it as a Defense Department position, 

Mr. Houirievp. Is that an expedient or wise position on his part? 
Is it a very profound observation that you can give away materials 
faster than you can sell them, and thereby make more space in your 
warehouse? 

Mr. Moor. No, sir; and I don’t think he meant it in quite that 

Mr. LeBouriuurer. We run into problems, of course, with the 
different governments and you get into the coordination with staies 
and so forth. 

Mr. Rivey. There are all kinds of trade control agreements over 
there, Mr. Holifield, so that these things have to be policed once they 
are disposed of. ; 

Mr. Ropack. Is the Department position that it does not want that 
job; that if there is a donable program, some other agency would haye 
to do it? 

Mr. Moor. Mr. McGuire so stated. 

Mr. Rozack. In that sense it is different from the disposal opera- 
tion in this country. 

Mr. Moor. Well, not quite, Mr. Roback. In the disposal opera- 
tion in this country it is, of course, under the combined GSA, HEW. 
OCDM operation, so what Mr. McGuire is saying is that we should 
not have a donable property program overseas which would involve 
administratively military agencies overseas whose prime job was 
security; that it should be someone else. As a matter of fact, he made 
such a suggestion. 

Mr. Houirretp. Now, doesn’t the bill that we are discussing actu- 
ally provide that the military commander ‘of a post or station can 
determine that certain materials are useful in the field of hospitaliza- 
tion or education, or health, and that he can personally make the 
decision to transfer this to the head of a state? 

Mr. Moor. There have been several bills, Mr. Holifield. Perhaps 
you are looking at a bill that we have not 

Mr. HouiriEtp. It is the Monagan bill, I believe. 

Mr. Moor. Mr. Monagan is a member of the subcommittee. 

It is my understanding that the current versions of the bill did one 
of two things: Either provided that the President would determine 
who would administer, or actually place the administration in the 
State Department. The Department of Defense strongly objected 
to the administrative responsibility in the actual determination, such 
as vou read, of any overseas program simply because we felt that it 
would probably be a greater disadvantage than any overall advantage 
that the Congress might deem possible from the program. 


RATE OF RETURN IN SURPLUS DISPOSAL 


Mr. Rosack. Can you tell us at this time what the percentage rates 
of return are on surplus disposals? There has been some confusion 
about this. 

Mr. Rivey. Do you want the total? The total is 2 percent. This 
is the figure that is frequently appearing in the press. 

Mr. Hourrretp. Three percent? 

Mr. Ritey. Two percent. This is based on a projected $10 billion 
program against a $200 million return. 
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We believe that this is not a fair presentation of the actual return 
received by the Department of Defense for the property which it gets 
out of its system each year. bs deen of ial p maemo 

You can take certain commodity areas, fot example, an fins our 
return will go as high as 50 to 60 percent, depending upon the kind of 
material that you are talking about. I am talking about scrap 

Mr. LeBourittuier. Aircraft carriers, planes, and so forth. 

Mr. Dauuin. This is scrap which is largely military material 

Mr. LeBoutiuuieEr. Yes. 

Mr. Danuin. Can you break it down any further as to areas 
other than scrap? 

Mr. Moor. | think we can. 

We might run down just for the record what this 2 percent means 
when you apply the proceeds of the disposal program. 

Mr. Houirievp. Is that a net figure after cost of handling or a gross 
figure against acquisition costs? 

Mr. Moor. It was a congressional committee staff figure and it 
was developed this way: During congressional testimony last year 
before the Appropriations Committees on section 611 of the 1960 
appropriations act which deals with funding of the surplus disposal 
program, Mr. McGuire was asked to question, what would be the 
cash proceeds from the disposal program in his opinion over the next 
fiscal year. 

He said he felt the cash proceeds of the program as we were then 
looking at it—cash proceeds from sale, would be $260 million. He 
was then asked what he felt, under proposed legislation, would be the 
costs that would come from that in terms of direct costs of selling and 
his answer was an estimated $75 million. 

So the staff subtracted the $75 million from the $260 million and 
got $185 million which was equated at 2 percent in terms of net return 
on $10 billion. 

Well, the testimony, or the transcript was replete with various 
other aspects of proceeds which were not included in the 2 percent, for 
example, in addition to the cash proceeds, we strongly feel that 
utilization of our property, which is included in this $10 billion, is the 
best form of Government return because when we can get utilization 
of material, it is in lieu of new procurement. 

We feel, therefore, to the extent that we have residual life in the 
material being utilized, we are getting 100-percent return. 

Mr. Danuin. Utilization by whom, sir? 

Mr. Moor. Utilization within the Department of Defense. 

Mr. Danuin. Within the Department of Defense? 

Mr. Moor. Yes. 

Mr. Dauuin. This is excess turned over to another military 
department? 

Mr. Moor. That is right, and this is included in this $10 billion 
disposal program we are talking about and in amount it was $1,172 
million as quoted by Mr. LeBoutillier in his statement. 

In addition to that, we feel that utilization by another Federal 
agency which again is in lieu of new commercial procurement, is a 
solid return. 

Last year this figure was $117 million. 

Mr. Houirietp. That is worldwide? 

Mr. Moor. This is worldwide. 
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In addition to that, we know that as we move material out of the 
warehouses, as reflected by the annual appropriations for storage, that 
we get an actual reduction in the cost of storage, handling, and contro] 
For the period of fiscal year 1959, the period we are talking about. 
this figure was $22 million in terms of reduced storage costs. 

That, to us, is another real return. 

Mr. Daun. May we check on that a moment? 

You can’t cite the same savings, of course, as being attributable to 
both single manager operations and surplus disposal? 

Are you talking about this figure in relation to surplus of all kinds 
not simply in the single manager area? 

Mr. Moor. The figures that I am quoting, Mr. Dahlin, are aggre. 
gates. When we talk about single manager savings, for example, of 
$339 million of inventory aggregate since the inception of single man- 
agers, of less procurement because we have drawn down stocks, that 
is over the years. What I am talking about is the entire program for 
1 year. So we have pieces of both savings in 1 year. 

So when you add these savings up, instead of the $260 million gross 
proceeds—cash proceeds—one piece of it—we actually come out with 
$1,524 million of proceeds against this program and in addition one 
further figure which is a proceed insofar as Congress has determined 
it to be a valid program, and that is our donable property program. 

In the same disposal figure of 8.9 billion we had 302 million of 
donable property, original cost-—— 

Mr. HouirreLtp. How much was that? 

Mr. Moor. 302, sir. Donated to civil defense, health, education 
activities. 

Mr. Houirietp. That was here in the Zone of Interior. 

Mr. Moot. It included worldwide but in the worldwide figure, 
overseas donable property value was approximately $2 million. The 
total was $1,826 million and when you measure that against the total 
program, you find that the rate of return is 21 percent and not 2 per- 
cent and, of course, the most important thing to remember is that 
we are talking about original acquisition cost of the property, whether 
it was 20 years ago, whether it was reserve Navy ships being scrapped 
that were bought 30 years ago; whether it was reserve aircraft that 
we have finally decided to dispose of even though we bought it 10, 5, 
or 8 years ago. 


CONTROLS ON FOREIGN EXCESS DISPOSAL 


Mrs. Grirritus. Mr. Chairman, may I ask a couple of questions? 

Mr. Houtrretp. Proceed. 

Mrs. Grirritus. Can you estimate the disposable property overseas 
that falls into the hands of Communist-dominated countries? 

Mr. Moor. We would hope, and to the best of our knowledge, the 
answer to that question would be ‘‘Zero.” 

Mrs. GrirritHs. Would this apply to scrap? What about scrap? 

Mr. Moor. Well, we sell scrap under the same type of trade con- 
trols and agreements, to keep property away from the Sino-Soviet 
bloc, which means that the purchaser guarantees that reuse will be 
within or under control of his government and, of course, the agree- 
ment with the government is ironclad in preventing it happening, 
so it would have to be an inadvertence if it did happen. 
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RESPONSIBILITY FOR FOREIGN EXCESS DONATIONS 


Mrs. GrirritHs. Now, in this donable property bill that has just 
been spoken of, do you estimate any of that property would fall into 
the hands of the Communists? Is that really one of the reasons you 
want it out from under the Defense Department, and want to let the 
State Department handle it? 

Mr. Moor. No, I don’t think so, Mrs. Griffiths. Actually there 
are two reasons why there is a State Department program overseas, 
as you know. ; 

Mr. McGuire has consistently felt that one program is better than 
two programs in terms of administrative responsibility. _ i 

He secondly felt that there was a real problem involved in a military 
commander overseas making determinations in terms of priority for 
donable property. He felt that this was almost an impossible position 
to place a military commander in, without complete dependence 
upon the State Department for guidance. val 

If we were simply acting as an agent, then the program responsibility 
should be with the State Department. 

All of this on top of the other factor, which was: it would seriously 
detract from his ability, in terms of time, to do his basic mission, 
which was the military mission. 

Mr. Houtr1evp. I would like to express my opinion; that my opinion 
is exactly the same as Mr. McGuire’s on that point. 

To project the military commanders in these areas into the job of 
administration, and determining priority between local governments 
and local agencies within those governments, would be, in my opinion, 
a very extraneous duty to put upon them. If there is to be this 
type of a program, I hope that its adoption by the Congress will not 
in any way affect the utilization of this surplus for our other agencies, 
either civilian or military, overseas. The fact that such law might be 
put on the books should not in any way decrease this very important 
item that you point to, amounting to $1,522 million I believe you said 
it was. 

Mr. Moor. That is right, sir. 

Mr. Houtr1eLp. Which is utilization, and that this is a much higher 
value to the utilizing agencies than any 2 percent or, in my opinion, 
even any 21 percent. 

After all, if this is screened properly—and I would hope you are 
screening for utilization and that it would be a strong program of 
screening—then what occurs after that is another problem. But it 
isa problem that should not press the back of the military people 
overseas and cause them to be involved in any kind of loca] or national 
political problems. Nor should it interfere with the aid program 
which is already being conducted overseas. If there were such 
materials available, it might more properly come under the head of 
those existing aid programs already established, mutual security or 
some Other international program, such as the World Health Organi- 
zation, or the Food and Agricultural Organization. 

Those organizations might be more properly charged with that type 
of responsibility than the Defense Department. 

Mr. LeBoutiturer. That is our belief. 


DEACTIVATION OF STORAGE DEPOTS 


Mr. Ropacx. At page 4, Mr. LeBoutillier, you discuss the inac- 
tivation of storage. Does that mean the inactivation of facilities? 
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Mr. LeBovuti.uinr. Yes. 

Mr. Ropack. You actually get rid of warehouse facilities, or do 
you just have some empty space which you have to carry anyway? 

Mr. LeBovritirer. It is part of both. Those depots ‘that we 
have to keep for mobilization purposes are not disposed of, but what 
we are talking about here—and I hope my people correct me—is that 
we are also getting rid of actual space, depots and so forth, Which, 
of course, is done by the GSA. 

In addition to that, I also mentioned this business of turning over 
space to other Government agencies. Just last week we were able 
to make available to GSA 600,000 square feet in the Fort Worth 
area which they have been after for some time. It will save the 
Government about $215,000 in annua) rental and Mr. Floete was 
very anxious to get this space. 

Do vou have figures on it? 

Mr. Ritey. The 4.2 million square feet we talk about here js 
predominantly where we have gotten out of installations. We can 
give you a complete rundown of each of the installations involved here 
and supply it for the record. 

Mr. Hourtrievp. I wish you would if it isn’t too much technical 
detail. 

Mr. Ritey. We have it. 


(The information received is as follows:) 


DOD storage space assigned to civil agencies 


Installation Square feet Tenant 
covered 
Army 
Anniston Ordnance Depot____- 59, 000 | Federal Civil Defense Administration. 
Atlanta General Depot } 19.000 | Do. 
C ylumbus General Depot eres . 60, 000 Do. 
inite City Engineer Depot 25,000 | Do. 
Mount Rainier Ordnance Depot 14, 000 Do. 
New Cumberland General Depot 17,000 Do 
Richmond Quartermaster Depot 23, 000 D 
Seneca Ordnance Depot 165,000 | Do 
Sioux Ordnance Depot 59, 000 Do. 
Tracy Depot Activity 5 105, 000 Do 
Kansas City Records Cente x 267, 000 Federal Aviation Agency 
jAto mie Energy Commission 
New Orleans Terminal..-- 100.000 |\General Services Administration, 
| Mi iri itin 1e Adminis tration 
Do J 04,000 |; Commerce Department. _ 
A Treasury Department 
Oakland Transport ‘Terminal... 85,000 | Post Office Department. 
Do ; 2,000 | Geodetic Survey. 
Fort Mason Transport Terminal 9,000 | Department of Justice (Alcatraz). 
Brooklyn Terminal.-_- bid. ade ‘ 7,000 | Atomic Energy Commission. 
Boston Army Base-- wadaus $25, 000 | Massachusetts Commonwealth. 
Burlington Ordnance Plant . 200,000 | General Services Administration. 
Cameron Station, Va J : 392, 000 | Do. 
Chicago Administrative Center---- | 10,000 | Department of Agriculture 
Do See : d | 2,000 | Department of Labor 
Do E , a 545, 000 Post Oflice Department. 
Do. 2 11,000 | Treasury Department. 
Kansas Ordnance Plant 62,000 | Department of Commerce. 
Wabash River Ordnance Works, Indi ma...) 8,000 | Atomic Energy Commission. 
Navy: | _ a2 f iminist 
Supply Depot, Mechanicsburg, Pa-.-.------ 119,000 | Federal Civil Defense Administration. 
Supply Center, Norfolk, Va 3414 co 2] 139,000 | Do. 
Supply Center, Oakland, Calif. .---- th 43, 000 Do. 
Supply Depot, Clearfield, Utah. _. 142, 000 eg ee ake 
Do. sibel daeaay 25,000 | Federal Supply Service. 
Air Station, Seattle Sail 66, 000 Do. : 
Supply Depot, Mechanicsburg, Pa-_- -- 4,000 | Atomic Energy Commission, 
Ons oe be isa Mates Sul Marat dia ean 2,000 | FICA, 
Air Force: | | 
eel eos Eeeee.....ccnsascnscscesceses | 64,000 | Federal Supply Service. 
Mire Tgin BbetheR. ...6~<scccdcosnesgysvoves 88,000 | Federal Civil Defense Administration. 
— ——| 
OE: cn utednnotcagutpicnbnncgimtnnsitd 3, 841,000 | 
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Storage space inactivations, calendar year 1959 


Installation Square feet | Status 
4rmy: Lima Ordnance Modification Center 495,000 | Standby. 
Navy: Supply Depot, Scotia _- 3, 511,000 | Released to GSA for their operation, 
‘Air Force Philadelphia Storage Station 196,000 | Released to GSA for disposal. 
Total. ----- 4, 202, 000 


a —— — ~ ——- —— — - = 


Mr. Houirievp. | think this is a fine program. You may or may 
not know that the GSA Act was the result of a bill that I introduced 
back in 1949. We found a terrible situation at that time. The 
different agencies of Government were competing for warehouse and 
office space in specific areas, outbidding each other and running the 
prices up on rented space. Once this was put into the hands of a 
single agency we began to see tremendous savings. 

Of course, this utilization of existing space is money in the bank. 
In place of just hoarding it because you happen to have such an 
agency and I do happen to have such an agency and I do hope your 
program in requiring each one of the agencies to report any unused 
warehouse space is a good strong program. 

Mr. LeBoutiturrer. It is, sir. We make them report in such a way 
that we can identify the type of space itis. That is all pulled together 
in Mr. Riley’s office. 

Mr. Houirreitp. How long does it take to get this space reported 
in as excess? 

Mr. Rivey. It is about 45 davs between the time we receive our 
reports on unneeded space and the time you turn it over to GSA for 
screening by other agencies. Li would actually run longer than that. 

Mr. Houirieip. | mean turning it over to GSA to start the screen- 
ing. Would you say 45 days was an average? 

Mr. Ritey. I misunderstood vour question. 1 thought you were 
talking about the cutoff date until the time we got the information at 
the OSD level. It would run about 4 months. 

We first have to determine whether there is any military space in 
one military service required by another military service. We would 


seek that type space utilization first. As you know before we would 
goto GSA and turn the space over to them, we must report the excess 
space to the House Armed Services Committee. After the com- 


mittee’s approval, we then turn it over to GSA. 

Mr. Houtrrevp. In order that they might use it or give it to Com- 
modity Credit and agencies such as that? 

Mr. LeBourtituier. GSA will come to us with a special requirement 
like the Fort Worth one and we will see what we can do for them. 
That is what happened there. 

Mr. Hourrretp. Lou send out word to dig up the space if it is 
available at all? 

Mr. Ropack. Do you allow civilian agencies to occupy space in 
military depots? 

Mr. LeBouriuuier. In this particular case it is being shared, 
actually, by the Army and GSA. 

Mr. Houtrietp. You say civilian agencies are presently using some 
4 million square feet of DOD storage space under this agreement. 

Mr. Daututy. Is this leased space or in a military depot? 
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Mr. LeBourtituirr. It is in military space. It may be space 
leased by the military and later on turned over—— 

Mr. Rosack. I was asking the question whether this also includes 
space in regular military depots. Does the Veterans’ Administration 
have space, or others? 

Mr. Rixey. That is right, and we will supply you with a list by 
agency. 

Mr. Rosack. And the locations. 

Mr. Rosackx. About how much of this 4 million plus space igs for 
OCDM, civilian defense supplies? 

Mr. Rivey. As you will notice in the statement we excluded the 19 
million which is occupied by GSA, for strategic materials. 

Mr. Rosack. That is their strategic materials program, but how 
9 ort man and other civil defense supplies? Do you store any of 
those? ' 

Mr. Rivey. Yes, we do. 

Mr. Ropack. Have you developed any underground storage re. 
quirements and sites and facilities? 

Mr. Ritey. No, we have not. 

You are talking about the Department of Defense now? 

Mr. Rosackx. For OCDM. 

Mr. Ritey. To my knowledge we have none. 

Mr. Houtrretp. Are you familiar with the Cheli Air Force Station 
at Maywood, Calif.? 

Mr. Ritey. Yes. 

Mr. Houirretp. There are 400 acres of warehouse space there and 
I believe there is some kind of agreement between Congressman Doyle 
and the Department of Defense in regard to surveying the needs in 
the Los Angeles area for office space and warehouse space. Has there 
been anything done to utilize that facility? I think there was ap 
informal inquiry on his part and they are making a survey or study. 
“Aoreement” may be a little too strong a word. 

Mr. Rivey. I am not acquainted with that. We can certainly find 
out for you. 

Mr. Houirretp. Well, I might add my word of interest to Mr. 
Doyle’s. This property was in my district for many years and then 
there was a change in congressional lines. My line runs right close 
to it, but it is now in Mr. Doyle’s district. There is a tremendous 
area of ground there, within about 4 miles of downtown Los Angeles. 
There is plenty of parking space and plenty of buildings which could 
be utilized for many Government activities with very little change. 

Mr. Ritey. We are getting into the area of real property now when 
we are talking about land. ‘That comes under the Assistant Secretary 
of Defense for Properties and Installations, but we can supply you 
with the information. 

Mr. Ho.irievp. I would just like to express an interest—the prop- 
erty is a very valuable piece of property today. It could be used in 
the Los Angeles area for governmental purposes rather than leasing 
high-priced space in the downtown area with all of the parking and 
traffic problems which are involved. 

Mr. Rivey. I am sure that Mr. Bryant’s office has a procedure 
whereby they seek out all possible Federal utilization before they dis- 
pose of a property. 


ace 


ides 
tion 


; for 
e 10 


how 
y of 


> Te- 


ition 


and 
oyle 
1s in 
here 
$ aD 
udy. 


find 


Mr. 
then 
close 
dous 
reles, 
ould 
re. 
when 
etary 
you 


prop- 
ed in 
asing 
y and 
edure 
y dis- 


MILITARY SUPPLY MANAGEMENT 35 


SINGLE MANAGER SUPPORT OF UNIFIED COMMANDS 


Mr. Rospack. What is the relationship of this single manager pro- 

am to the unified command concept as it is being developed under 
the Defense Reorganization Act, of 1958? 

Mr. Rixey. There are two things that have happened, Mr. Roback, 
since our last hearing. 

No. 1, in the petroleum area the supply missions have actually been 
consolidated for certain commodities in the oversea areas. The Air 
Force now is responsible for handling all of the aviation gasoline and 
the JP-4, for both Europe and the Far East. The Navy has certain 
special fuels as well as JP—5. We are now conducting a review, par- 
ticularly in Hawaii, to determine what is the best method of handling 
the supply functions under unified command. I believe that project 
will be completed some time early next year. 

Mr. Ropack. At this time you do not know whether the single man- 
ager agency will give proper support, or whether you might have to 
devise some other kind of arrangement? 

Mr. Ritey. We have no reason to believe that proper support 
couldn’t be provided. It is a question of working out some of the 
details and taking a look at the specific operations. 

Also, since our last hearing with you, we have developed and have 
promulgated a DOD policy which spells out the responsibilities for 
interservice supply support on a worldwide basis, giving unified com- 
mands specific responsibility for making necessary arrangements 
whereby cone service can support all other services under certain 
conditions. 

Mr. Rosacx. You would have a given activity to act as a single 
manager in that particular area? 

Mr. Rivey. It is not limited to supply area, but also services. 

Mr. Danuin. Communications? 

Mr. Ritey. It could be communications; it could be military police; 
it could be any of the services. 

Mr. LeBoutiuuieEr. This particular policy affects anything that one 
does for another and it can be determined by the commander of the 
areas. 

SINGLE MANAGER FOR COMMUNICATIONS SYSTEMS 


Mr. Ropack. How does that bear on the single service issue in 
communications? Is there a study of communications for single 
service adaptability? 

Mr. LeBourti.uker. Well, this is a very complex field, as you know. 
At the present time we have under consideration a study that has 
gone beyond that, as to management of all long lines. 

Now, the definition of long lines is rather difficult but if you can 
visualize the A.T. & T. for the Defense Department, it is that sort 
of thing. When you get from shore to ship, that is a Navy job. This 
consolidation is under review at this time and possibly it will be de- 
cided very shortly. 

Mr. Ropacx. Mr. Chairman, in view of your other commitments, 
we can resume tomorrow at the same time and place, with all the 
witnesses except Mr. LeBoutillier. Is that satisfactory? 

Mr. LeBoutiiurer. Yes. 
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Mr. HouirreLp. If we find it necessary to carry over into the after. 
noon, I wonder if you will be available? 

Mr. LeBoutituier. I will try to be. It is just a question of whether 
I will be carried over by the other committee. 

Mr. HouirieLp. The subcommittee stands adjourned. 

(Whereupon, at 12:20 p.m., the subcommittee adjourned, to recon. 
vene at 10 a.m., Tuesday, April 26, 1960.) 
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MILITARY SUPPLY MANAGEMENT 


(Progress in Single Manager Agencies) 


TUESDAY, APRIL 26, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MILITARY OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1501—B, House Office 
Building, Hon. Chet Holifield (chairman of the subcommittee) 
presiding. = ; 

Members present: Representatives Chet Holifield and Martha W. 
Griffiths. 

Also present: Herbert Roback, staff administrator, and Douglas 
Dahlin, staff attorney. 

Mr. Houtrietp. The subcommittee will be in order. 

This will be a continuation of the hearings on the military single 
management program. Mr. Dahlin of our staff will begin the 
questioning. 

COMMUNICATIONS SINGLE MANAGER 


Mr. Danuin. Mr. LeBoutillier, we were just touching on some as- 
pects of the communications and electronics problem yesterday. | 
will try to relate them. 

Is the consolidated communications system that has been talked 
about anything like a single manager operation as you understand it? 


FURTHER STATEMENT OF PHILIP LeBOUTILLIER, JR., DEPUTY 
ASSISTANT SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS) ; 
ACCOMPANIED BY PAUL H. RILEY, DIRECTOR, OFFICE OF 
SUPPLY MANAGEMENT POLICY, OFFICE OF ASSISTANT SECRE- 
TARY OF DEFENSE (SUPPLY AND LOGISTICS); ROBERT C. MOOT, 
STAFF DIRECTOR, MATERIAL MANAGEMENT DIVISION; AND 
COL. JOSEPH R. DeLUCA, U.S. AIR FORCE, ANALYSIS STAFF, 
ARMED FORCES SUPPLY SUPPORT CENTER 


Mr. LeBovuritterr. It is not a single manager as such. It will be 
a single manager of the long lines system. 

Mr. Dauttn. It would not include the procurement or formulation 
of requirements for electronics equipment for that system? 

Mr. LeBouriturer. It would include the review required to assure 
that all communications equipment was compatible. It will mean 


there is no equipment in the system anywhere that can’t talk to 
other equipment. 
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Mr. Dautin. Would that be a part of the function of surveying for 
excess? 

Mr. LeBoutiuurer. No; not directly. You are talking about the 
management of long lines. At the moment there are no excess long 
lines. 

Mr. Dautin. I was thinking of excess equipment, hardware. 

Mr. LeBoutiturer. It will get phased out in the normal way and | 
would assume that since the services will continue to operate this 
thing—it is just a control; not an operating setup—they will, in the 
normal course of events, excess any equipment which has become 
obsolete or has worn out. 

Mr. Dauuin. It will not be management control as you understand 
it? 

Mr. LeBouriuuirr. It is management control but management 
control through utilization of existing departmental facilities. 

Mr. Dauuin. Tied together by what mechanism? 

Mr. LeBouti.turerR. By the control mechanism. 

Mr. Daun. Will it be an operating board of some sort, a council? 

Mr. LeBovuti.Luier. Something of that nature, I must say here that 
we have not gone through the normal coordination procedure, al- 
though it is quite close. We haven’t anything in the final form yet. 

Mr. Dauuin. As you understand it, this would not be a separate 
organization that would formulate materiel requirements for the 
operating communications systems? 

Mr. LeBoutituirrR. No; the requirements come in from the com- 
mands, from the departments, go through the Joint Chiefs of Staff 
and they in turn validate the requirements. 


SINGLE MANAGER FOR ELECTRONICS EQUIPMENT 


Mr. Dauutn. Is the Department of Defense making a separate 
study of the communications equipment area for single manager 
suitability as we covered it yesterday? 

Mr. LeBoutituier. Do you mean the electrical-electronic equip- 
ment? 

Mr. Daun. Yes. 

Mr. LeBouri.uierR. This covers the communications systems area 

Mr. Dantin. Now, I am not quite sure as to your definition of 
communications systems. 

I am talking about equipment. How much of an overlap is there? 

Mr. LeBouti.uier. It covers the communications equipment, the 
radio equipment, radar equipment, and so forth. All of the equip- 
ments that are employed in these communications systems. It does 
cover the equipment as well as the requirements, procurement, dis- 
tribution, and disposal thereof. 

Mr. Dauutin. So that if a single communications system for long 
lines were set up, is there any danger that even more people would be 
involved in developing requirements which would do down the system 
to be procured through an electronics single manager system? 

Mr. LeBoutiturer. No, sir. One is the management of communi- 
cations systems and facilities. If a single commodity manager were 
established, he would be in the management of the materiel, the sup- 
plies, not in the management of the communications system itself. 
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Mr. Ritey. The distinction here, Mr. Dahlin, is really a service 
versus a supply function. If a single manager were set up for elec- 
trical-electronics equipment, it would provide support for this operat- 
ing or service organization as well as all other customers. 

r. Danuin. That is exactly what I was trying to develop. Thank 
you, Mr. Riley. . 

Is the procurement then not going to be requested by this operating 
service single management—if not a single manager—and are not re- 
quirements for tactical purposes also going to be flowing down to this 
possible electrical electronics procurement single manager? Is there 
any possibility, in other words, of a further complication of this area 
through setting up more single managers than necessary? 

Mr. LeBoutiuuier. | think it will be just the opposite. 

One of the reasons for setting this up and pulling this whole long 
lines communication business together is that first of all you are talk- 
ing about roughly $2 billion worth of assets, worldwide. You are 
talking about a procurement of equipments and lines and so forth, 
leased lines and all the rest of it, something on the order of $500 mil- 
lion a year. 

At the present time, with the unilateral networks, obviously, there 
issome duplication. Initially, I don’t believe there will be any saving 
at all, but when you consider that the whole communications systems, 
the whole method, the satellite communications and all this from here 
on out, the costs are going to rise. So by getting them under control 
you will eliminate the duplications. 

You will have everything that is ordered validated, if you will, by 
somebody who has control of all of the services. It will be earmarked 
in the budget so that you can tell what part of it is communications 
and what is not, and, as far as the effectiveness of the supply system 
is concerned, it would simply, I would hope, cause less unnecessary 
supplies to be procured. 

Mr. Daunuin. Would the operating systems single manager, or 
whatever you wish to call it, do the contracting for the leasing of lines, 
or provision of the actual communication nets? 

Mr. LeBoutituieEr. The leasing of lines, yes. The other require- 
ments, no. Let’s say they have the authority for the leasing of lines. 
Whether they delegate that in certain instances is an operating prob- 
lem. 

Mr. Danuin. Delegate it back to other services? 

Mr. LeBoutiturer. They could. 


GAO REPORT ON LEASING OF LONG LINES TELEPHONE SERVICE 


Mr. Rosack. Is the purpose of this study, or consideration, leaning 
toward treating the Government as a single customer of the telephone 
company? That is to say, to have all Government telephone services 
be considered, for favorable rates, as a single customer? Has this 
any relation to that problem? 

Mr. LeBoutiturr. It really doesn’t, because the analysis of that 
GAO report where that was brought up indicated there were some 
errors in computations and actually it wouldn’t effect any savings of 
magn tude. 

Mr. Rospacx. Do you mean the GAO had errors in the savings 
figures? Is that what you said? 

Mr. LeBourtituie:. I didn’t say that. 
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Mr. Rosack. Is that what you meant to say? Who made the 
error? 

Mr. LeBoutiturer. After a recomputation, it was determined that 
some of the original premises were wrong. Let’s put it that w ay, 

Mr. Rosacx. What is the bearing in this context on the SAGE 
system? Would the single manager have surveillance over the SAGE 
operations? 

Mr. LeBovutiuuirr. The definition is very tricky as to what is the 
long lines systems and what is excluded, and unfortunately I don’t 
have it with me. 

_ It is possible certain lines going to the SAGE system would be 
included in long lines management but the system itself, I believe, jg 
outside of it. 

Mr. Rorack. You refer to communications with satellites. Yoy 
don’t say the long lines go with satellites; do you? 

Mr. LeBouriuurrr. The long lines is a peculiar thing. It is not 
necessarily a cable. A troposphe ric scatter system would be a long 
lines system, if it is going point to point and not a point to a ship or 
to a plane. 

Mr. Rorack. The Air Force has a division called Air Defense 
Systems Integration and this really is a communications operation, 
It is a division set up to study how to communicate properly for air 
defense, satellites, and other purposes. 

Is that involved in your study here? Would that organization be 
what Colonel DeLuca would cail a main frame for a single manager? 

Mr. LeBoutinuirr. I think that would be outside it. If you ean 
visualize the long lines system as the A.T. & T. of the Department of 
Defense and the Bell Laboratories and everything else which remain 
with the departments, the research, and so forth, you have some idea 
of what we are talking about. 

Mr. Rizey. I believe what you are referring to is a part of the 
research and development effort and will not get into the operating 
division. 

Mr. Rorack. With regard to the GAO report on the Government 
telephone bill, is it the Department of Defense decision that the 
Government is getting the most possible favorable combination of 
telephone rates? 

Mr. LeBouritiier. I may have to search my memory for this one 
but it seems to me in A ehaly zing the possibilities of doing a better sb 
in regard to all the communications commissions, and so forth, we 
realized savings of nearly $70,000, with some additional smaller savings 
possible after ‘comple tion of negotiations with GSA. 

Mr. Rorack. Out of what total bill for the Defense Department? 

Mr. LeBouriurer. I think it is over a hundred million dollars. | 
can supply those figures for you if vou want them. 

Mr. Rornack. With the chairman’s permission. 

Mr: Hourrrevp. Yes. 

(The information received is as follows:) 

The estimated Defense Department bill for leased communication services In 
fiscal vear 1960 is $132 million. 


REDUCTION OF STOCK LEVELS DUE TO USE OF GSA 


Mr. Danurn. At page 2 of your statement, vou said that stock levels 
have been reduced because of your increasing use of GSA. Do you 
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have particular figures on reduced stock levels you would ascribe to 
the use of GSA? 

Mr. Moor. I would have to answer that question like this, Mr. 
Dahlin: Pursuing what we said yesterday, increased use of GSA 
means either from the stores depot system instead of a wholesale depot 
system of the Department of Defense, or from the Federal supply 
schedules which likewise generally bypass the depot system of the 
Department of Defense. “pe ta: 

Therefore, what we are decreasing—and incidentally this is another 
piece of the $7.3 billion we are talking about—what we are decreasing 
is the wholesale level of supply in the Department of Defense, and 
relying completely on our post, camp, and station level, with support 
coming from GSA. 

Generally speaking, you can equate the wholesale level of supply to 
about 6 months of the annual sales. For example, if we increase sales 
from GSA by $100 million in a stores depot system, that means we are 
decreasing our wholesale inventories by $50 million. 

[t would be impossible to accurately develop a report which tied 
the exact change in inventories due to GSA, but by and large the rule 
of thumb measure would be about 6 months’ stock which would be 
leaving the wholesale system, and that includes, of course, the 
pipeline. 

Mr. Danis. How would vou apply that ratio to the two figures 
you have on page 2, of $365 million in 1958 and $482 million in fiseal 
1959? 

Mr. Moor. Well, we would say the difference between $365 million 
and $482 million, which is $117 million, would probably have re- 
sulted—this is an annual sales increase—in about a $58 million or 
§ months’ wholesale inventory reduction in our depot system. 


ECONOMIC ORDER QUANTITIES 


Mr. Dauury. In the area of economic order quantities that you 
are talking about at the bottom of page 2 of your statement, is the 
Department of Defense in advance of industry or assisting it in devel- 
oping the newest type of buying techniques or is it learning from 
industry in this area? 

Mr. LeBourituirer. I can’t answer as to which came first, but I 
know that this is not a new thing to me, from the business world. 

Mr. Riney. I think the stimulation for this kind of technique 
actually came from industry. We first heard of it being used in 
industry. There has been a lot of research and development work 
done on this technique by several of the universities throughout the 
country. Some of the work has been done for the Department of 
Defense. 

We have, vou might say, in direct answer to your question, relied on 
the benefits derived from this technique by industry and the informa- 
tion given to us by several research organizations. 


TOTAL WAREHOUSE SPACE IN DOD 
Mr. Dauiixn. Coming back to warehousing for a minute, what is 


the total figure for military warehouse space? Could you provide a 
breakdown either now or for the record? 
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Mr. Rizey. It runs over—it is about 300-some-odd million, I think 
but we can provide the exact figures for you for the record in total, 
You want the total warehouse square feet? 

Mr. Dauuin. If you could break it down into refrigerated and other 
types, your standard breakdowns, that would be helpful. | 

(The information received is as follows:) 

Total covered storage space in our depot system in CONUS (excluding Hawaii 
and Alaska) amounted to 337.6 million square feet on December 31, 1959. 
this amount, 61.2 million was in ammunition igloos and magazines, 387,000 jp 
chill space and 749,000 in freeze space. 

Mr. LeBovurtiturer. Mr. Chairman, yesterday we were asked for 
some figures on warehouse space. We have them here. 

Mr. Rixtey. These are the figures with respect to the 4.2 in the state. 
ment and the list of other Federal agencies using Department of 
Defense space. 

Mr. Houtrtetp. They will appear in the record at the proper point, 
Thank you. 

Mr. Daun. The charge has been made that a certain percentage 
of your warehouse space is kept inactive, perhaps through inefficiency, 
Have you any comments on that? { 

Mr. LeBovutiturer. I don’t know the charge, but can you answer 
the question? 

Mr. Ritey. I haven’t heard that charge either, but the facts are 
that we do have some excess storage space and that is why we have 
an active program for getting out of the excess space and for soliciting 
the use of that space by other Federal agencies. This is not neces- 
sarily related to inefficiency, however. 

Mr. Dauurn. This is not necessarily related to delay in using and 
handling the space. 

Mr. Rivery. As inventories go down, as our requirements become 
less, we obviously will have excess storage space. 


PHOTOGRAPHIC EQUIPMENT AND SUPPLIES 


Mr. Daun. Have you any data on the subject of photographic 
supplies and equipment that was discussed last year, to indicate 
whether that area has changed in its characteristics? 

Mr. LeBoutiturer. It has been decreasing in the total volume. 

Mr. Ritey. The 1957 figure we used showed about a $45 million 
procurement program in this area. It is down now to around 26. 
The class 6750, which is the photographic supplies, decreased from 
fiscal year 1957 to fiscal year 1958, but in the fiscal year 1959 figures 
reveal that procurement of those items has just about leveled off. 

For air-photograph equipment and uBio fre tintten equipment, pro- 
curement has dropped at least 50 percent in the 3-year period. 

Mr. Danurn. Has any further consideration or administrative ac- 
tion been taken in this area, either to consider purchasing film from 
GSA sources, or using other procurement methods than those indi- 
cated last year? 

Mr. Ritey. Yes. As a part of the recent construction and auto- 
motive study conducted by the Armed Forces Supply Support Center, 
we added several classes, material which would be given to the general 
supply and to industrial supply single managers. 
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Photographic supplies, I believe, was a class given to the single 
manager for general supplies and those items will come under the 
coding and classification procedure which determines which items will 
go to GSA and which will stay with us. 


COMMODITIES ADDED TO EXISTING AGENCIES 


Mr. Dauuin. Could you supply a list of those additional areas 
which were considered for add-on? 

Mr. Ritey. Yes. 

Mr. Danuin. Will you supply it for the record, with your permis- 
sion, Mr. Chairman? 

Mr. Houirievp. That will appear in the record at this point. 

(The information received is as follows: ) 


Number of 





Recommended as add-ons to Military General Supply Agency: items 
3920— Materials handling equipment, nonself-propelled___________- 582 
3930— Warehouse trucks and tractors, self-propelled_____________- 4, 872 
3990— Miscellaneous materials handling equipment______________- 209 
Syee— PF nOtoRrapitic supplies... 0.02 oe es eke 1, 466 
oneo_- Rubber fabricated materials... . .«...0--- 422s census. 4, 008 
9330—Plastics fabricated materials_____._______.______ _- Oa 1, 354 
9340—Glass fabricated materials_______.- 3 ee eGe5e 740 
9350—Refractories and fire surfacing materials yO: hs a 264 
9390— Miscellaneous fabricated nonmetallic materials______. eS 372 

ON a ia te ol i ta ine ate wcpnce oben iia Lai Nae) ole Se 

Recommended as add-ons to Military Industrial Supply Agency: 

3110—Bearings, antifriction, unmounted____--_. , ¢ __ 23, 667 


3120—Bearings, plain, unmounted____________- Rte is 27, 635 


3130—Bearings, mounted_____- Se es eee ee or 846 
3940—Blocks, tackle, riggings, and slings 1, 684 
4010—Chain and wire rope int Ee . £363 
4020—Fiber rope, cordage, and twine _ - am 528 
4030—Fittings for rope, cable, and chain- sh. ea 3, 075 

RGR oJ sus od ine vita Govan Gina saad ache ee eR a” ._ 60, 297 


STRENGTHENING OF SINGLE MANAGER AGENCIES 


Mr. Dautin. The committee’s first recommendation in House Re- 
port 674 was for strengthening the individual agencies to gain maxi- 
mum savings and efficiency. The Department concurred in this 
recommendation. Could you discuss the four existing agencies with 
respect to any specific actions taken to either increase their efficiency or 
activities, or consolidate them further in any way? 

Mr. LeBoutiuuier. We have a project underway to in effect try to 
make a common distribution system so that individuals won’t have to 
have four separate telephone books to order four separate items. 

Paul, do you have anything to add to that? 

Mr. Ritey. Yes; there are some additional dollar savings which we 
have been able to identify because of the efficiency of these agencies. 
In each case several steps have been taken. 

For example, in clothing, they have decentralized the stock control 
operations to three stock control points rather than have everything 
come into Philadelphia. Also, the Clothing Agency was successful in 
standardizing on utility clothing. This is resulting in an annual sav- 
ings of roughly $3 million. 


55818—60——4 
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We have corrected the clothing catalog problem and the ite, 
management responsibility for various clothing items which was 
somewhat confused at this time last year, by giving more responsibility 
to the single manager for the management of clothing. The particulgy 
problem was in the flight clothing area, as you recall. 

The medical agency has improved its storage techniques. They 
are anticipating over a 5-year period a savings of about $16 million 
because of the improved storage of serum albumin, which is a bie 
item in that agency. F 

The subsistence agency has decreased its personnel by 27 people 
Otherwise that system has changed very little. 


PROCUREMENT OF SUBSISTENCE FOR COMMISSARIES 


Mr. Dauuin. Do you recall the question raised in the commodity 
single manager evaluation study about the use of MSSA for procuring 
both commissary and troop issue subsistence? Has any further con. 
sideration been given to this problem? 

Mr. Ritey. I believe, Mr. Dahlin, that the agency did authorize 
or has authorized commissary stores to procure locally either brand- 
name products or mill specification products. The agency itself 
stands ready to handle the procurement for them if the service is so 
desired. 

The agency does not normally handle brand-name products. — So if 
the customers of these commissaries desire brand-name products, the 
commissary will order those from a local market or acquire under 
Purchase Notice Agreements which are open-end contracts with name- 
brand producers. 

Mr. Houirievp. Is there any purchase ceiling in dollars on those 
items? 

Mr. Ritey. I can’t answer that question specifically, Mr. Holifield, 
We can get an answer for you. 

The Armed Services Procurement Regulations, allow local purchases 
up to $2,500, I believe. 

I should think the subsistence agency would not give any authority 
contrary to that. 

Mr. Dauurn. I believe the issue raised was that neither the sub- 
sistence agency nor anyone else can tell how efficient MSSA is as long 
as the Army and Air Force have their commissary purchasing systems 
tied into their troop issue systems. Since you have mixed in what is 
essentially a retail operation for men and their dependents off duty as 
it were, you are unable to determine how efficient the system is for 
procuring troop issue assistance. 

Does the Department of Defense regard this as a serious shortcoming 
in the evaluation of the subsistence area? 

Mr. LeBourtiiurer. | think we have controls and we separate out 
these purchases so we do have a very good measure of its efficiency. 

Mr. Ritey. I am sure the agency has information on what it sells to 
commissaries. Actually it is probably a small volume in relation to 
the total subsistence procurement or sales program. There shouldn't 
be any indication of inefficiency because the agency sells to commissary 
stores. 

Mr. Dauuin. Your subsistence agency is supposed to be ready to 
operate on a wartime basis. The point is whether the agency 3 
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equipped to shift over suddenly to a wartime basis. It can’t do that 
‘f its accounts are all mixed up with the commissaries at that time, 
ean it? 

Mr. Ritey. The facts would be somewhat opposed to that, Mr. 
Dahlin, because during the Lebanon situation—and we have these 
letters in our file—-the reaction of the military subsistence supply 
agency to overnight demands by the Navy and Marine Corps was 
excellent. Their demands were met on time and the system fune- 
tioned very efficiently. 


MILITARY PETROLEUM SUPPLY AGENCY 


Mr. Danuix. With eae to the petroleum single manager, your 
reply of Se ptember 23, 1959, indicates that you fully back the N: avV 
management t of that agency and believe that it should be continued 
and perhaps strengt hened. 

Do you have any further comments on that particular subject? 

Mr. LeBouriutuier. Well, we did do some strengthening to be sure 
that we didn’t have any backhauls and crosshi Luls or partial tanker 
loads. This was something of a problem and we got that part straight- 
ened out. Insofar as the Navy continuing to do it, the personnel 
there are mostly Ne avy, but there are people from the other services. 
They seem to be doing a very efficie nt job. In fact, it is probably as 
eficient us you could possib ly make it, 

In addition to that, we have given the departments the option of 
moving their personnel from their own control points to the military 
petroleum agency as SOO] as office space ean be made available. 

Mr. Ropack. Has there been any change in the control over the 
barge oper ation of the Air Force? 

Mr. Rirey. I am not sure I am clear on that one, but if it has to 
do with the problem of filling contracts, that is what we did clear up. 

Mr. Rosack. As I understand, generally the Air Force insisted on 
controlling the movement of its own aoe um supply so in effect the 
single manager Was no more than a single procurement agent in this 
field. 

Mr. LeBovutituier. He also has the authority to select source of 
supply requiring ocean transport and the ocean transportation re- 
quired to move these supplies. In addition, he has the authority to 
procure off the contract of one military department for the require- 
ment of another military department when liftings from contracts are 
in imbalance. 

Mr. Dauury. Are there any further functions that the petroleum 
supply agency could undertake with a savings in personnel? Would 
the operation of the Naval petroleum and shale reserves be a suitable 
function? 

Mr. LeBovutiturer. I don’t think it would be suitable at all. 

Mr. Dauurnx. Could vou expand on that a bit? 

Mr. LeBourtiturer. Yes; the petroleum reserves are set up by 
statute. As I understand it, the Navy is the custodian of them. 
This is similar to the Army being the custodian of the Panama Canal. 
There isn’t any connection that I ean visualize between a procurement 
and management agency and a custodianship of these natural re- 
sources, 

Mr. Daun. This is still within the Navy? 
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Mr. LeBovurtiuuier. It may be within the Navy, but it is not g 
similar function. 


EFFECT OF MANDATORY OIL IMPORT PROGRAM 


Mr. Dauuin. Has the petroleum single manager reported any 
difficulty with the mandatory oil import program? Have they 
reported any higher costs? 

Mr. LeBoutiuurer. Yes, they have reported higher costs to the 
Department of Defense. I can give them to you accurately here. 

It is roughly a year since the mandatory controls went in. The 
figure which has been submitted is a $9,796,195 cost increase. Now 
this is less than 1 percent of the total annual procurement. The 
Department of Defense import quotas, of course, are dissimilar to 
those of a lot of importers; it is not sufficient for their total needs 
so they use their allocation for importing finished products for which 
both the volume and the domestic price differential would be the 
greatest. 

JP-4, a jet fuel, is in this category. The Caribbean price is about 
7% cents, the domestic price about 9 cents, a differential of about 
2% cents per gallon which is what we must pay for this product for 
quantities above our import quotas. 


NEW USES OF SINGLE MANAGEMENT 


Mr. Dauuin. Are there any new considerations in the use of the 
single manager agencies in accordance with the committee’s recom- 
mendation nine for new uses, such as functional or geographic use, 
of the single manager agency? 

Mr. Rixey. I think we covered that partially yesterday in that the 
issuance of the policy directive on interservice support does provide 
for worldwide interservice supply and service support both in unified 
commands and in CONUS whereby any service can be given the job 
to perform a function for all other services in a geographical area, 
depending on who is the predominant user or who may have a pe- 
culiar capability. 

Mr. Rosack. Did you use the term “single manager’? when you 
said one activity will supply another? 

Mr. Ruxey. It could result, Mr. Roback, in a form of single manager 
in that one service would be providing the function, or doing the 
function for all others. 

Mr. Rospack. So that you would have as many single managers as 
you would have activities who would be supplying others? 

Mr. LeBoutiuuier. They are not single managers in the sense that 
we are talking about single managerships here. 

Mr. Rosack. Are they not single managers in a geographical sense? 
You would depend on one agency to support the total defense activity 
in the area. 

Mr. LeBouriuuter. I suppose this is being done now. The pipe- 
line, for instance, for Europe is run by the Army. 

Mr. Roxpackx. What would be the difference then from the situation 
that now obtains? Don’t you have the principle of the predominant 
user, or predominant activity supporting all the other activities in 
the theater of operations? 

Mr. Ritey. We now have hundreds and hundreds of agreements all 
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over the world whereby one service provides some kind of service 
support for others. — . 

The purpose of this policy was to stimulate this type of arrangement 
and to expand its use. 

Mr. Ropack. There are no different concepts? 

Mr. Ritey. We have always had the interservice support concept. 
The purpose of the policy was to expand its use. ; 

Mr. LeBoutiturer. What it did, too, was to clarify the arrange- 
ments because these things are mostly done in the field and there was 
some necessity to clarify it so that the area commanders would know 
they are abiding then by the book. 


LOGISTIC SUPPORT OF UNIFIED COMMANDS 


Mr. Rorpack. Mr. LeBoutillier, what do you see as the evolution 
of the logistics organization in response to the unified commands? 

Mr. LeBoutiLurer. Now, | am not sure I understand the question 
exactly. 

Mr. Ropack. Well, the Defense Reorganization Act set up these 
various types of commands and others will be set up. Along what 
lines will the logistics requirements evolve, the organizational 
requirements for the logistic support of these commands? 

Mr. LeBoutiLuier. Well, this is a personal opinion, but I suppose 
ideally the area commanders would assign the supply support function 
to one military service to supply all military service users in a geo- 
graphical area. This is an evolutionary thing and prior to this 
reorganization, as I understand it, the individual departments did this. 

Mr. Rospack. Does this point toward a single organization for 
supply, at least for common items? 

Mir LeBouti.urerR. | wouldn’t think that because after all the 
department is still the supply organization for all the area’ 

Mir. Ritey. The mission of the military department is, among other 
things, one of supply and service to the operating forces. With the 
Reorganization Act of 1958, this concept was actually not changed. 
The military services are still responsible for supplying their own 
forces. To the extent that we can expand the single manager concept 
that would change as far as the CONUS type, or wholesale-type 
operation is concerned. But there is nothing inherent in the Reor- 
ganization Act of 1958 that would do anything to obviate or change 
the missions of the four military services in the supply area 

Mr. Ropacx. And in fact the Reorganization Act did not debate 
the logistics problem as such, as far as statutory changes were 
concerned? 

Mr. Ritey. To my knowledge there was little or no debate with 
regard to the logistics functions when the act was passed. 

Mr. Ropacx. When Mr. McCormack’s amendment was accepted 
in the act, how do you construe that in relation to past policy? Was 
that a mandate to do something new? 

Mr. LeBoutiturer. We construe it to mean that the Secretary has 
the authority to do what he thinks is necessary for greater efficiency. 

Mr. Rosack. You think that was a reaffirmation of the Secretary’s 
7. authority? 

Mr. LeBoutiturer. I am not sure. I was not here then. 

Mrs. Grirritus. Mr. Chairman, may I ask a question? 

Mr. Houirrevp. Yes. 
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LEVEL OF STUDY OF SINGLE MANAGER PROGRAM 


Mrs. Grirritus. How many people do you have working in the 
Army working on a single manager system, or do you have anybody 
out of the Army working on it? 

Mr. Ritey. That would be a difficult question to answer. 

Mrs. Grirritus. While you are testifying over here, how many 
people from each one of these services is working on setting up in 
any area a single manager system? 

Mr. Ritey. Working on setting one up? 

Mr. LeBouttuuier. Do you have anything on that-—I think we 
might explain here that we have about eight people involved in single 
manager in the office of Supply Management Policy. The individual 
services, of course, have their own logistics systems. We borroy 
from them. We set up committees when we want to go at this thing. 

Mrs. Grirrirus. How many committees are now working? 

Mr. Ritey. We have the functional staffs available to us in each 
of the military services. 

Mrs. Grirrirus. But are they doing anything? 

Mr. Ritey. Are they doing anything? 

Mrs. Grirritrus. Yes. 

Mr. Riney. Yes, ma’am. 

Mrs. Grirritus. What are they working on right now? 

Mr. Ritey. We are working on several things, Mrs. Griffiths. One 
is the charter for the two new single managers which have just been 
established; for general supplies and industrial supplies. We are 
working on setting up a time-phased schedule for implementing these. 
These schedules set forth the target dates for taking over procure- 
ment, inventory control, distribution and other types of functions. 

These things have to be carefully planned because we want to get 
into business without any disruption to the orderly flow of supplies 
from suppliers to consumers. 

In addition to this, we have in our defense materiel management 
program which we mentioned yesterday a number of projects— 
about 30 of them. We actually have working groups which consist 
of anywhere from 10 to 15 people in each one that are developing 
recommendations for improving the supply systems in the Department 
of Defense. 

SCHEDULING OF SINGLE MANAGERS 


Mrs. Grirritus. How long does it take you to establish a single 
manager system on any item? 

Mr. LeBourituier. How long did it take from the day we said 
we are going after automotive construction and what is our time sched- 
ule to make it operative? 

Colonel DeLuca. Let me take general supplies and industrial 
supplies. It took less than 4 weeks to make the decision to go ahead 
with this after the center released its study. 

Both the general supplies and industrial supplies single managers 
are becoming operational in various classes on a phased basis. For 
example, paint will be operational real soon. Handtools will be 
operational by July 1, 1951. It depends on the scope of the class, 
the complexity of the items, the requirements, the procurement, the 
distribution functions and the reassessment of who does what. 
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J would say on the average to set up a good wide scope single 
manager runs you anywhere from 9 to 15 months after charter de- 
velopment. 

Mrs. GriFFiTHs. How many single manager systems are there 
now in all? ; 

Colonel DeLuca. We have single managers today for four going 
concerns. The commodity single managers we already have are 
food, clothing, medical, and the type of single manager that petroleum 
is, That is four. We have just set up two additional ones, general 
and industrial; that is six. 

The Department of Defense approved construction and automotive 
this week; that is eight. So we have eight commodity single mana- 
gers as of now. Four in being, two in the process of getting started, 
and two just decided upon to be implemented. 


SINGLE MANAGER FOR AUTOMOTIVE SUPPLIES 


Mrs. GrirFitHs. Did you sav that all cars, trucks and so forth 
are under a single manager system or are about to be? 

Colonel DeLuca. We are saying that the support of those equip- 
ments will be under single manager. 

Mrs. GrirritHus. That is spare parts? 

Colonel DeLuca. Yes; the buying of the automotive equipments, 
the design, the development, the production control and the procure- 
ment is already some 97 or 98 percent under OTAC of Army Ordnance 
as of now. We would be putting parts management under OTAC 
as well for the Department of Defense. 


AUTOMOTIVE AND CONSTRUCTION SUPPLIES ASSIGNMENTS 


Mr. LeBoutriurerR. | think you are giving the impression that the 
Secretary of Defense has officially assigned the automotive and con- 
struction single managerships. Actually this is not the case. The 
services have agreed with our recommendations which have not yet 
reached the Secretary. 

Mr. Houirietp. I was just looking at page 12 of your testimony of 
yesterday where you said: 


The Armed Forces Supply Support Center report on the study of general sup- 
plies also recommended that studies be undertaken in the areas of construction 
(280,000 items), automotive (253,000 items), and electrical/electronie supplies 
(800,000 items). The Assistant Secretary of Defense (Supply and Logistics) 
approved this recommendation, but directed that in the construction .and 
automotive areas, recommendations for decisions should be developed without a 
prolonged study. The Armed Forces Supply Support Center has completed 
its analysis of the construction and automotive areas and has recommended 
single managerships for both commodities to be assigned to the Army. These 
recommendations are in the process of coordination with the military departments 
at this time. 

Since this was written, we received information this morning that we have 
full concurrence of all the military departments in these assignments. 


So apparently it just awaits the Secretary’s signature. 


Mr. LeBoutitiier. I would assume so. I don’t like to speak for 
the Secretary. 


Mr. Houtrtenp. All those agencies have concurred with the reeom- 
mendations? 


Mr. LeBouriiuier. Yes, sir. It says full concurrence. I don’t 
believe they just said, “Yes, go ahead with it.”” I am sure they must 
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have written a lot of preamble to this thing. I have not seen them 
myself, but I think in the normal course of events you can assume that 
the Secretary will sign it. 

(The committee was subsequently informed that the Secretary of 
Defense approved the two assignments on May 11, 1960.) 

Mr. Houirre.tp. Assuming that the single manager recommenda. 
tions the committee has naa over the years are welll, it would appear 
you are making some progress, with eight of these areas about to 
come under this system. 

Mr. LeBoutituer. Well, I think we are. In the short time that 
I have been here I have noticed a lot of progress. I don’t know 
how long it took to lay the groundwork before that. I am sure jt 
has been coming for a ‘thes while. 

Mr. Houirietp. We have been talking about this for many years 
It goes back to Congressman Bonner as chairman of one of our sub. 
committees in the early fifties and Mr. Riehlman was chairman jp 
1953 and 1954, and since I have been chairman, from 1955, we have 
all been pushing along on this idea. It has been about 10 years 
within the interests of this committee. f 

I know these things are quite complicated and each one is a big 
move to make, but it looks more hopeful now than it has in the past, 

Mr. LeBouti.urerR. I would imagine, sir, that the initial. break. 
through was when the first one was set up. That was a very important 
step. I can only say that the cooperation of the military departments 
this year in just agreeing to a program to refine our supply systems, 
and they are working toward it all the time, is a very significant step 
in attitude. 

Mr. Houtrretp. We had a great deal of opposition. I believe the 
first test was on medical supplies at Alameda and there was quite a 
bit of opposition then from the different services. In fact, that was 
discontinued even after it had operated during the Korean crisis, 
I believe it operated and justified itself. 

I am sure if the systems were not workin 
support of the departments we are getting. 


g, we wouldn’t have the 


OBSTACLES TO SETTING UP SINGLE MANAGERS 


Mrs. Grirritus. What is the biggest stumbling block to instituting 
a single management system? Where do you meet the most resist- 
ance? 

Mr. LeBoutituer. I will have to ask the pro on that, Colonel 
DeLuca. I would only say to get in your mind the 800,000 parts and 
items that have to be gone through and to say, ‘‘shall these be in” 


or “shall they not be in” and ‘‘who shall use them,”’ that sort of thing | 


is one of the most complex things you can imagine. 

Colonel DeLuca. I think you have to add to Mr. LeBoutillier’s 
statement and to what Mr. Holifield said, that while we agree that 
investigations of Congress and examinations have kept this impetus 
up since Mr. Bonner’s original action, it is also true that before you 
can then capitalize and make a single manager or proceed with other 
forms of integrated supply you have to have the basic tools to permit 
it, one of which, for example, is the cataloging program. 

Until you had that converted in 1958, you couldn’t have begun to 
bring some of these commodity classes together. 
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Now, the reason food, clothing, and medical could have been done 
in 1956 is that those were early on the schedule of this uniform lan- 
guage of identification. 

Now, since 1958 it has been a year and a half since the whole system 
has been converted. Since the whole system has been converted, you 
can analyze what and how our supply systems manage on both vertical 
and horizontal bases. You examine this and then you bring them 
together where it is effective, feasible, and practicable. 

While I think we have to agree with Mr. Holifield that the impetus 
was way back in Mr. Bonner’s time, we had to build the tools and 
develop the managerial concepts. So now it is the right time to have 
an examination of our material management systems and their design 
to see what is practicable for integration, and determine what isn’t. 

I think possibly some of our difficulty in the past was that we 
couldn’t get here from where we were. 


STATUS OF CATALOG PROGRAM 


Mr. Houirievp. I think what you have had to say is very interest- 
ing. Of course, you know of my interest in the cataloging, going 
away back to the 1949 Federal Property and Administrative Services 
Act which had a section in it on the uniform Federal cataloging 
program. 

Now, is cataloging fairly current? You have accomplished the 
backlog and now your job is keeping it current? 

Colonel DeLuca. Yes; we are in maintenance, keeping current and 
cleaning it up. 

Mr. HouiF1ep. As to cleaning it up, how about the standardization 
program? How is that getting along? 

Colonel DeLuca. Well, this too is one of those integrated joint 
programs. I would say we are making good progress in standardiza- 
tion. When you stop to think, if you can divide standardization into 
two facets, standardizing that which is in service and maintaining 
cognizance control over that that is incoming into your production 
lines, I think we are making progress on both sides there, Mr. Holifield, 
and the single managers are a great impetus to the reduction of the 
item range and the current control of input, once they are in operation 
over A management range of items. 

Mr. Houirietp. Are you able to keep up with the obsolescence of 
items and the introduction of new items that are continuously coming 
into procurement? 

Colonel DeLuca. I think if you talk about the areas that are under 
single management, I think there, yes. I think technology makes it 
real hard—for example, in the current study of electronics, you might 
find yourself as the single manager of obsolete items because of the 
tremendous push forward in your input line. So it is a hard question 
to give you a categoric answer. I think in general supplies; yes. 

_ I think technology doesn’t let you move quite so fast in standard- 
ization for peculiar items. 

Mr. HouirieLp. Are your punchcard systems and your computing 
machines rendering great service to you in this field? 

Colonel DeLuca. Oh, yes, sir. In fact, across the whole manage- 
ment area, not only in standardization, I think the possibilities—I 
come back to Mrs. Griffiths’ question—one of the reasons you can go 
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forward into these integrated management principles is because yoy 
can now take a wider scope of management because of the business 
machinery that you can use in management, the computers. fi 

Mr. Houtrreip. Now, I was out at the center when they started 
up the big computing section out there. That was 4 or 5 years ago 

Colonel DeLuca. Yes, sir. It was installed in 1956. “i 

Mr. Hourrretp. Has that come up to your expectations? 

Colonel DeLuca. Yes, sir; it has and in fact we couldn’t begin to 
make some of these studies, to begin to know what we have in which 
class, who uses it, what the conflicts are, or to render quick and effi- 
cient cataloging service without the machine. It would have been 
impossible to do it manually or on normal puncheard systems. It jg 
the computer and the rapid input and output you can get from it that 
gives us a Management detail and overview so we know where to start 
integrating. 

CATALOGING JOB IS NEVER DONE 


Mr. LeBoutiturer. This 3'4-million-item catalog is not a static 
‘atalog. Your input is 600,000 items a year and your washout js 
about 400,000. 

Colonel DeLuca. You have new manufactures, new items, a change 
in part number, and so forth, so the cataloging system is never done, 

Mr. HoutrreLp. We certainly are cognizant of that. When we 
first started this problem there were about 12 million items, weren't 
there? 

Colonel DeLuca. When I entered the program in 1953 there were 
possibly 8 million numbers for items that were in the supply systems. 
[ wouldn’t say there were 8 million different items, but 8 million 
numbers. 

Mr. Houirieip. As I remember, about 60 percent of that was con- 
sidered to be duplications. Have you pretty well eliminated the 
duplications? 

Colonel DeLuca. We are down nearer to an active item count of 
net different items of 3,600,000, the accelerated item. 

Mr. Houiriectp. That is less than half of the 8 million. 

Mr. Rospack. It was a high estimate to try to get appropriations 
for the cataloging effort. I might observe each year the estimate has 
gone down. 

Colonel DeLuca. I would say, Mr. Roback, since the law was 
passed in 1952 and the impetus of the Congress was with cataloging 
by law, we never used such tactics to get money. 

Mr. Rospackx. We should keep in perspective the cataloging program 
which as a formal effort started in 1945 under President Roosevelt and 
has now gone on for 15 years with expenditures at the Federal level of 
approximately a quarter of a billion dollars, so Congress is entitled 
to expect some kind of result from it. 


SAVINGS IN MANPOWER FROM SINGLE MANAGER PROGRAM 


Mrs. Grirrirus. Can you point to a single job in any service or 
any department and say because of the single management system, 
“This job has been dispensed with and we are now saving $5,000 a 
_ 99) 
year? 
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Mr. LeBoutiiurer. Frequently you find this; a man does two jobs 
in the service, but I can only say we keep going after them and say, 
“What happened to that fellow?” 

Mr. Rizr. We have figures on each of these single managers which 
tell us exactly how many people have been eliminated from the opera- 
tion of the single manager. 

For example, in total personnel there has been a net personnel re- 
duction of 913 people. 

Mrs. GrirritHs. How much was that moneywise? 

Mr. River. $5,255,000. 


AUTOMATIC DATA PROCESSING SYSTEMS 


Mrs. Grirritas. What did the machines cost that you replaced 
them with in the single manager system? 

Mr. Rruey. What did the machines cost? 

Mrs. Grirriras. You had to put in some computers and what- 
have-vou. 

Mr. Rinny. These machines are mostly rented. 

Colonel DeLuca. I couldn’t give a total. It depends on the ma- 
chine, but I think most machines, say of medium scale, depending on 
input and output equipment, vou have got to figure at least around 
$30,000 and $50,000 per month, per installation. 

Mrs. Grirritus. That is rental per month? 

Colonel DeLuca. Yes. 

Mrs. Grirritus. $600,000 per year, per machine. 

How much per machine? 

Colonel DeLuca. I couldn’t say. We are talking about different 
type computers. 

Mr. Ritey. We have about 176 of these big machines in the whole 
Department of Defense. I don’t think you can associate these savings 
in people with machines because the Department of Defense is actively 
engaged in getting the computers in most of our big inventory control 
points. 

In other words, we would probably have these machines whether 
we had single managers or not. 

Mrs. Grirrirus. If you have that many machines, you didn’t save 
anv money in letting people go then? 

Mr. LeBourtiuumr. People couldn’t do the same job no matter 
how many you had. 

Mr. Moor. In terms of the machines and the faster and better 
control as Colonel DeLuca said, these same four single managers re- 
member, since 1956, have utilized and drawn down $336 million worth 
of inventory instead of going out and buying it and that is a very real 
saving. That was because of faster transmission and better manage- 
ment. 

POTENTIAL OF STANDARDIZATION PROGRAM 


Mr. Houirietp. Getting back to the 3,600,000 items, Colonel 
DeLuca, if a proper job of standardization is done, what do you esti- 
mate that number could be reduced to? 

Colonel DeLuca. Mr. Holifield, I just don’t have that much innate 
intelligence. I am of the school that says standardization must and 
will decrease the management ranges in the single manager assign- 
ments. 
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Now, if you brought it to that, I would say our present single man- 
agers have shown actual item reductions of at least from 5 to 20 per- 
cent already. So for those classes to go under single manager I would 
subscribe to that kind of historical evidence, sir. 


ACCELERATED ITEM REDUCTION PROGRAM 


Mr. Rogpack. Mr. Chairman, you will recall some years ago in our 
standardization report we recommended that, rather than make 
another 15-year project, certain items can be shaken down in an 
accelerated program which the Department now has underway. 
Perhaps you can give us something on the status of the accelerated 
item reduction program. 

Mr. Ritzy. We have completed the first 24 housekeeping type 
classes of material and took out about 64 percent of those items. We 
designated those items as nonstandard which we could get out of our 
system. This was really a small piece of the total program. 

We have coded all of our items. We are beginning now to match 
the items to find out where these small differences exist between items 
and to get those out of the program. 

We have identified, I believe, about a couple hundred thousand 
items in just the process of looking at these cards we have in our central 
catalog and identified them as inactive items and have gotten them 
out of our system. 

Our next phase is to begin to develop what we call simplification, 
which is getting into more detailed examination of the items to specif- 
ically identify a broader range of items which ought to be discontinued 
and for which we should have no further procurement. 

Mr. Houtrre.p. This is included in your overall program of inven- 
tory reduction, of course. 

Mr. Ritey. Right. 

The present schedule, Mr. Chairman, calls for completing this 
program by the end of 1961, I believe it is, in December. 

Mr. Houirretp. And you can anticipate that many more items 
will be eliminated when this is completed, can you not? 

Mr. Ritey. I believe that is correct. 


GROWING INPUT OF NEW ITEMS 


In answer to your other question, it is a difficult one to answer. 
If we could freeze on what we have today, we could probably show 
some substantial progress in getting items out of our system, but 
because of the new weapons and components and parts and things 
like this coming into our system, it would be safe to say that the total 
number of items in our catalog will increase. Actually we are bringing 
items in faster than we can get them out at the present time. 

Mr. Houirr1e.p. It might grow some, but it would grow less than if 
you maintained your obsolete items, or if you weren’t working all the 
time to get older, identical or duplicating items out. 

Now tell me what you are doing to prevent duplicating items from 
coming in. Do you have a pretty good safeguard against bringing 
items in which are duplicative? 

Mr. LeBouriuer. Perhaps I can get into that. There are really 
two parts to the standardization program. One part concerns the 
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items which are in the supply system which we have discussed. I 
think it is only fair to say that the accelerated item reduction program 
is going to have less return as it goes along because easy items get out 
earlier. This is what we set up for. nes 

So we may just cut it off so it isn’t a continuing project. The 
continuing part of the program would be the refinements of the catalog 
and the actual standardization of items. We are working now very 
actively with Dr. York’s office to in effect have a standardization 
assignment tool so that they don’t let the engineers go hog wild in 
these things and make sure that they utilize what somebody else has 
already invented that may be in the system. 

And so we are putting more emphasis on controlling the input of 
items, rather than controlling what is already in the system, because 
of the very rapid turnover. 

We mentioned that about 600,000 items are coming in each year, 
so that is where the big pay dirt is and that is what we are going 
after now. 

Mr. HouiF1eLp. It would seem to me this would be a tremendously 
fruitful field, preventing items from coming in, particularly where 
you are dealing with electronic parts. I would think there would be 
some items that would almost be lost in the system. 

Mr. LeBoutiuuierR. I don’t know whether we would lose them 
or not. 

Mr. Houir1evp. In our research and development studies, we have 
run across instances where one department was trying very hard to 
invent something that has already been invented by another depart- 
ment, and they weren’t aware of it. 

Mr. LeBoutiuuier. That is just the thing we are after. I can 
remember an aircraft company that I was with. We had no money 
so there was no reason to spend a lot of money, but we found engineer- 
ing time going into a door lock for an aircraft. My comment was, 
“Why don’t you buy somebody else’s door lock?”’ 

This is the kind of thing we have to catch in the research field. 

Dr. Townsend, who was head of the American Standard Associa- 
tion, in Dr. York’s office, is in charge of this program and is very 
aggressively pushing it. 


SINGLE MANAGER CATALOGING 


Mr. Ropack. Mr. Chairman, the point was made here by Colonel 
DeLuca that we needed a cataloging program as a management tool 
to set up single managers. Also it has been stated that single man- 
agers contribute toward the catalog and standardization programs. 

Are those positions both valid? 

Colonel DeLuca. Surely. 

Mr. Rogpack. In other words, the cataloging would most facilitate 
the establishment of a single manager and a single manager in turn 
would facilitate cataloging? 

In what places has the single manager system created problems? 
You have indicated that there are problems in areas such as stock 
funding and the use of different agency procedures, because the single 
managers are distributed among all the services. 

Do you still have many differences in procedure and operation which 
lead to the kind of situation the single manager was designed to 
eliminate, such as duplicating stocks and things like that? 
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Mr. LeBouriuiier. Well, of course, we think they are doing preg, 
well but, Paul, it seems to me you could pick out of here some of th, 
specific projects we have in here that relate to the single manage 
and you might just list those. Pe Se 


COMMON SINGLE MANAGER DISTRIBUTION SYSTEM 


Mr. Rorsack. Before you do that, Mr. LeBoutillier, let me ask aboy 
one particular thing: You have a Navy single manager and an Army 
single manager both supplying a particular commodity and both of 
them are doing it out of the same depot because we don’t want tg 
have duplicate depots. But you have these people using differey; 
procedures, or in some cases not even being located in the same depot, 
There has been consideration in your studies of a general depot systey 
for all single managers. What is the status of that? 

Mr. Ritey. That is one of our important projects, Mr. Roback 
and the work in this is to set up a uniform distribution system to bp 
used by all of our managers. Also we are taking a hard look at thy 
differences in procedures used by the Army, Navy, Air Force, and 
Marine Corps. These projects were kicked off about 2 months ago. 
We should have a common distribution system, or recommendations 
for them, installations and locations actually picked by the 30th of 
June. 

The project to attempt to unify the procedures wherever they cay 
be unified will not be completed until about December. 

There has been a great deal of discussion about this, as constituting 
a major problem with respect to single managers. 

| personally feel, based on my own observations of depot operations 
over the last 8 years or so, that the problem actually has been over. 
stated. 

Basically the systems are not too different. There are some dif- 
ferences in reporting, the time of reporting, certain types of information 
are required by one service and maybe not all of that information is 
required by another service, but these are not really major problems 
that impede an effective single-manager operation. The proof of the 
pudding, I think, is in the fact that all of our single managers now are 
satisfying over 95 percent of all of their customers’ demands for 
supply. This is what they are in business for. This includes the 
clothing operation which started off, as you recall, with a very low 
supply effectiveness. 

Mr. Dauuin. What is the progress of the clothing and textile 
agency’s streamlining operation for its distribution system? 

Mr. Ritey. It went from 58 to 26. That was the first step that 
was accomplished. They are now down to 13 distribution points. 

Mr. Dauurin. Thirteen distribution points for clothing and textiles 
and how many for medical? 

Mr. Ritey. For medical there are 12. 

Mr. Dauuin. And for subsistence? 
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Mr. Ritey. Subsistence is down to about 8, not counting the 
market centers. OnE ORC 

Mr. Danury. And would this single distribution svstem mean ex- 
pansion of those that have gotten below the figure you are going 
cet for your uniform depot system? 
~ Mr. Ritey. They would all be in the same depots. They will all be 
using the same depots. All the single manager commodities would be 
put in this range of depots selected for the distribution sy stem. This 
doesn’t necessarily mean that you would have, for example, subsistence 
and paint using the same depots throughout the United States because 
it may be necessary to distribute paint differently than you do sub- 
gistence. 

Mr. Dauurn. Is the difference then in the reports, in procedures, in 
the way the orders are handled, or what is the problem? 

Mr. Ritey. This involves the requisitioning procedures, the fre- 
quency of requisitioning, the stock data reporting, the summation of 
the stock status information at inventory control points which goes 
into the computation of requirements for procurement or a redistri- 
bution action. 

Mr. Danuin. This will require more electronic equipment for 
reporting? 

Mr. Rivey. Yes. 

Mr. Danuin. It will require more forms or less forms? 

Mr. Ritey. We would hope that less forms would be required. 

We have another project going which gets into the fiscal aspects of 
yperating these systems which we hope would have a reduction in the 
kinds of forms and the detail of the financing that is now 


Lo 


going on. 
e 


SINGLE MANAGER STOCK FUND ARRANGEMENTS 


Mr. Ropacx. Would this have to do with the stock funding 
problem, too? 

Mr, Ritey. Yes. 

Mr. Ropack. What are the implications of withdrawing the retail 
level of stock funding? 

Mr. Ritey. Withdrawing? 

Mr. Ropack. Is that the direction of your recommendations, that 
there be no stock funding for retail users? 

Mr. Riney. We have already obtained the agreement of the Depart- 
ment of Defense comptroller that retail stock funds shall not be made 
mandatory in these single manager areas. 

Mr. Ropackx. Who will decide that, the single manager? 

Mr. Rivey. It will be based upon an agreement between the 
comptroller and the individual military department getting the 
assignment. 

Mr. Hourrietp. Mr. Roback’s question goes to whether you are 
going to withdraw any of the areas from the retail stock fund. 


Mr. LeBoutitirer. I think we take them up on a case-by-case 
basis, 
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It is important here to recognize that without the cataloging and 
supply management systems we now have, the only way to get 
control—this is 15 years ago when Mr. McNeil started—was to do it 
by financial controls. 

As everyone in business knows, there comes a time when you cap 
do things through a more common setup which in this case is contro} 
of parts deseeh data processing and through supply management 
We are shifting away, I think, eens accounting for the minutiae, jf 
you will, to the supply managers so that they can be free to do the 
necessary things without so much bookkeeping. 

Mr. Danuin. You want it controlled by item? 

Mr. LeBoutiiier. Up to a certain level because it gets to a point 
where the volume of financial transactions is impeding the supply 
systems and that obviously can lead to a lack of responsiveness, 

Mr. Ropracx. In other words, the stock fund is a concept—ap 
accounting and bookkeeping concept—for certain types of controls. 
You feel that the more important types of control ought not to conflict 
with getting the material to the people that need it. 

Mr. LeBoutitutrr. That is true to a certain extent. I am not try- 
ing to say stock funds are not very important. They are, but there js 
a level out in the field where the use of stock funds in questionable, 
For instance, if a man is standing in one block and the fellow in the 
next block needs something and they are in the same department, 
certainly they ought to be able to supply each other without going 
back through a lot of fiscal rigamarole to transfer the material. 

Mr. Rosack. The Air Force has never used this concept, have they? 

Mr. Moor. Yes. ' 

Mr. Daututn. Is only 4 percent of the Air Force supply system stock- 
funded? 

Mr. Moor. That is generally true. However, you must remember 
that the Air Force stock fund actually sells more material than the 
Navy stock fund which has been in existence since 1888, I believe. 
But that is still an unfair statement because the Air Force is heavy in 
their stock fund with petroleum and subsistence and that type of 
material. 

The stock fund basically is an inventory management financial tool 
which means that it is slanted for heavy inventories and it is ideal for 
a wholesale single manager who has to buy out of a common fund and 
sell to multiple retail customers. It is ideal therefore, as an inventory 
management tool at the wholesale level. 

The contention in the Department of Defense has been concentrated 
on whether the man whose primary mission is not inventory—the 
operator down at the retail level, whose inventory is secondary to the 
operational mission should be saddled with an inventory management 


financial tool when as Mr. LeBoutillier says, there are adequate supply | 


controls over his secondary supply mission and it is in this area that 
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the Assistant Secretary, Supply and Logistics, has taken a relatively 


; and | strong position and has had agreement throughout the Department of 
) et | Defense that at this area, at this stage of our growth, the use of retail 
doit | stock funds at the lower level where the primary mission is operations, 
will not be mandatory. 
1 Can. | Now, as to what will come out of that pattern will be determined 
nel by recommendations of this project group that Mr. Riley mentioned, 
oe and it can very well be nonuniform for a period of time because the 
ae, requirements and the missions of the services at retail level are some- 
0 the what different. 
As you well know, a retail shore establishment of the Navy, for 
: example, is practically nonexistent. The Navy’s tidewater frame of 
point supply is likewise their industrial frame of supply. They are basically 
upply merged in what we would call a wholesaler-retailer level and they 
issue directly to the fleet. 
t—an The operating level of the Navy is, of course, the fleet. The Navy 
trols, does not use the stock fund afloat except for supply ships, so that the 
flict comparable situation of retail Navy operations being afloat and the 
Army and the Air Force being at the base level might be very com- 
vt try- parable and yet you could have a greater use of the stock fund within 
Se the Navy because of the concentration of the wholesale-type supply. 
nable. We don’t really see anything inconsistent as long as we can—as long 
ae as everyone can be pointed in the right direction. 
gong | ELECTRICAL/ELECTRONICS COMMODITY AREA 
they? Mr. Dauurn. Are we talking about the same kinds of items when 


we are talking about the electrical/electronics being 800,000 and the 
stock- total inventory being 3.6 million? 
Is the electrical/electronics about one-quarter of the items we are 
ember | talking about here? 
an the | Mr. Ritey. The 800,000 are in the 3.6 million. 


elieve. Mr. Dauuin. So this is a large chunk of the supply system we are 
avy in talking about. Is it that large a chunk by way of dollars? 

ype of Colonel DeLuca. The inventory value of the electrical/electronics 
field at 800,000-plus items runs over $3 billion. 

ial tool Mr. Dauuin. $3 billion, out of how many billion? 

leal for Mr. Ritey. $46,800 million are in the supply system inventory. 

nd and Mr. Dautin. This is an area with a large percentage of items, but 
entory with somewhat less dollars, proportionately. 

Could you provide, without too much difficulty, a brief summary of 
trated | the items you now have left out of the single manager consideration 
‘y—the | area, excluding electrical/electronics. 
rto the | Mr. LeBoutituer. By classes? 
gement | Mr. Dauurn. By classes or groups, whichever is not too detailed. 
supply Mr. LeBovutiuuier. We will be glad to. 
ea tha 


5581860 —__-5 
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(The information received is as follows:) 


Categories of items not assigned to a single manager or under study as potential 
categories for single manager assignment 








——_——_. 
Group | 
or Content |  Tteme 
class : 
—- - —_ lpn 1 a ets oe 
Bae PN 1 Sachse dan eupedannnecks dace pcg in ee i Kae 
11 | Atomic ordnance - 15 gee gait diehahidioneae ten 4 ; as 1, 546 
12 | Fire control equipment___-_--------_- eater ee na oe 
13 | Ammunition and explosives._-...............---.--.-__-_- x 
44 | Garided mateatleg.. ! 2-8. oa : : 50 15) 
15 | Aireraft and airframe structural c ompone nts_. 338’ er 
16 | Aircraft components and accessories. _ 157, 99 
17 | Aircraft launching, landing, and ground h: andling ¢ equipment. j 19, 56 
19 | Ships, small craft, pontoons, and docks- ----- ; ae a 
20 | Ship and marine equipment beta 12 = 
22 | Railway equipment-_-__-_-_-_- bh ets 9 4 , 
23 | Motor vehicles, tré ailers, and cycles eer te 
y ee RRS <= i. 2B, 
128 | Engines, turbine s, On enmnmane et on EL 93 054 
129 | Engine accessories. ____- hat toca L } 67.74] 
30 | Power transmission equipme nt- ne ‘ 29 07 
32 | Woodworking machinery and equipme nt “LR 
34 | Metalworking machinery__.---..--- 4 13° 999 
36 | Special industry equipment__ ; ; 9 816 
1 37 Agr icultural machinery and e quipme nt_. | a 
138 | Construction equipment __-___-_- Rpt sétunss i 26, 316 
3960 | Elevators and escalators ia : is 2 (195 
141 | Refrigeration and air-conditioning equipment ________- 11 617 
142 | Firefighting and rescue equipment siete 9 483 
44 | Furnace, steamplant, and nuclear reac tors. ued 9 998 
49 | Maintenance and repair shop equipment. _- ; 77, 5R4 
152 | Measuring tools -- 46, 597 
154 | Prefabricated structures__--_-____- 1. 62 
63 | Alarm and signal systems - - --- : 2 3 338 
66 | Instruments and laboratory equipment__-_-- 149. 040 
167 | Photographic equipment-_-- --- SSN Ae i 25, 663 
68 | Chemicals-__-.-- sical eid : af 3, 52 
69 | Training aids___- 26, 928 
174 | Office machines and data processing e quipme 6 5s. oon che ob 1.175 
76 | Books, maps, and other publications _ _- ; 5 385 
181 Containers and packaging supplies_ -__- . ; 7 i | 6, 258 
87 | Agricultural supplies_ -- s = 125 
94 | Nonmetallic crude materials 9 
SO | GOS Gis TN. 5 ht 1. Sa bss ast SEH ES: 281 
Peed seb die coos LU es Masa SLL otis a ..----| . 1,421.69 





1 Partial, 


Mr. Dautuin. Mr. Chairman, could we enter into the record this 
document referred to in Mr. LeBoutillier’s statement, the “Defense 
Material Management Program,’ which the gentlemen have dis- 
cussed from time to time? 

Mr. Hourrrevp. It will be accepted. 

(The document referred to appears at app. 3. 

Mr. Dautrn. You mention at page 2 of the document. that a 
consultant firm is studying the problem of evaluating ammunition 
outloading and storage fac ilities, 

Ammunition, of course, is not within the supply systems we are 
talking about, is that right? 

Mr. Ritey. They are in the supply systems. 

Mr. Dauutin. Are they included in that 3.6 million? 

Mr. Moor. And are included likewise in the 46.8 billion. 

Mr. Dauutn. Generally, your discussions and your definitions are 
devoted to separating out items related to a weapon and I wanted to 
make clear for the record that there are some items such as ammuni- 
tion which can be and are handled within the supply systems we are 
talking about. 
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81, 546 
8,148 
97, 935 
23, 566 
50, 159 
338, 627 
157, 947 
19, 566 
1,733 
12, 9% 
9, 463 
3, 071 
2, 576 
93, 056 
67, 741 
29, 027 
1, 737 
13, 029 
9, 816 
769 

26, 316 
2, 025 
11, 617 
2, 483 
8, 236 
77, 584 
46, 597 
1, 682 
3, 338 
149, 040 
25, 663 
3, 52: 
26, 928 
1,175 
5, 385 
6, 258 
125 

281 


1, 421, 630 
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Mr. Chairman, there may be some more detailed questions of facts 
and figures which we might more conveniently offer by way of a 
followup letter to the Secretary and secure a written reply for the 
we Houirietp. We will direct you some written questions and ask 
you to reply to them, to supply us with data we may have missed in 
going through our regular questions. . 

We have a few more questions as to whether you are getting the 
support that you need. i . 

Mr. Rosack. With regard to the Armed Forces Supply Support 
Center, this is a device for pulling together certain types of manage- 
ment operations in the departments, such as cataloging, standardiza- 
tion, and material utilization. 

Have you developed any new ideas for the organization and any 
new quarters? 

Mr. LeBourituier. | am not sure of the schedule. As you know, 
they are in Tempo X, which is being destroyed to put up a municipal 
stadium and they have to move. Do you have a schedule on the 
move? 

Colonel DeLuca. Yes, sir. We will be moving into the Munitions 
Building on Constitution Avenue, right next to Main Navy. We 
will be moving there soon on a phased basis from roughly June through 
October—the October part being the move of our computer, which 
takes time to set up in the building, and so forth. So we are scheduled 
to move to the Munitions Building and we will start roughly the first 
of June. We will move in organizational increments. 

Mr. Ropack. How does this concept of the support center as you 
have put it together—and as it has been operating—appear to you 
now? 

Mr. LeBouriLiier. My connection with it is as being Chairman 
of the Council and from what I can see they are doing an amazing job 
of analyzing the various supply systems—their catalogs, and so forth. 

As 1 mentioned, standardization is swinging from the standardiza- 
tion of the things in the system to putting more emphasis on those 
things coming into it. 

The center there will, of course, remain. In anv problems with 
regard to the assignment of work and so forth, we haven’t had any 
disagreement. ‘The services have accepted it. They have to budget 
for it as you know and this gets into the field which I am not com- 
petent to talk about but so far we have had no problems there. 

Colonel, internally, do you have any problems? 

Colonel DeLuca. Well, I think we have gone through the usual 
setup and capitalization effort. I think Mr. Hangen, the director of 
the center, and General Allen, the deputy director, have pretty well 
integrated the cataloging standardization and materials utilization 
operation and plans and those of us on the analysis staff are an integral 
part of working with them and using their data. 

I think we have a going outfit with a tremendous possibility. 


RENTAL OF AUTOMATIC DATA-PROCESSING EQUIPMENT 


Mrs. Grirrirus. Why do you rent computers in place of buying 
them? 


Mr. LeBoutitirer. Well, now, I can’t answer that specifically. 
Can the Government buy EDP machines? 
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Colonel DeLuca. Yes, the Government can buy some equipments 
In our own position we find it better to rent for the reasons of the 
advances of technology in the machinery. 

For example, even now we are changing our machine in the move to 
a model 3, 705, from the model 2. This gives us greater capacity 
greater input, various different types of input; and, also, we are fry 
of the maintenance responsibility, and so forth. 

In other words, we are not wedded to a past way of doing busine 


while everything is changing. It is to our own benefit not to own at | 


this point of time. It allows us flexibility in system change anq 
growth; and as the center grows, we are better off not owning just one 
solid-type computer. 

Mrs. Grirritus. But you are also paying the manufacturer for the 
research to change? I mean he is not wedded to selling it either, 


Colonel DeLuca. No, he isn’t, but by the law he now—I gueg | 


there is a mutual exchange of benefits. We find it beneficial at this 
time to lease and we are very glad that, in view of the move, we are in 


a position to get the latest machine, especially since the latest machine | 


can even permit us to do things in fields that I am sure we will be 
talking about here 2 or 3 years from now. 

Mrs. Grirritus. But I would think you would have to begin to show 
some real savings, or it is a very poor investment to rent them. We 
don’t actually have to have every change every year. 

Colonel DeLuca. Oh, no, we don’t. I can only speak about ou 
one computer. 

Mr. LeBoutituier. It is a common practice in industry, Mn. 
Griffiths, to rent. In my company we always rented machines and 
that way we were kept current because otherwise we would be frozen 
in with something obsolete. 

Mrs. Grirritus. Like last year’s car? 

Mr. LeBovurtitiiEr. It is not quite like that. When you get into 
modernizing accounting systems and things of that nature—I know, 
because we went through the painful process of being frozen into an 
equipment system—there is not much of a market for used and obso- 
lete equipment. 

Mrs. GrirFitus. I am sure there isn’t, but I would think unless 
you had a really close control over the prices—just from what I asked 


| 


you, obviously you didn’t save a cent of money on machines over | 
people. You had to show a savings someplace else, and when you | 


showed it in inventory then you did have a savings—when you cut 
down the inventory. But if you can’t continue to do these things, 
you are not saving money; you are losing money. 

Mr. LeBovutiturer. I think we will continue to be able to make 
these savings. 

Mr. Houirretp. There is the factor of the increased workload 
which they can handle with the machines. If they didn’t have the 
machines, they would have to have additional personnel. That 
wouldn’t show up in tangible numbers of people but it certainly would 
show up in the workload carried. 

I was going to ask you a question along that line: Isn’t it true that 
some of these machines you can’t buy such as IBM machines? 
“Mr. LeBoutiiuer. I think that is true to private industry, but! 
believe the Government can buy IBM equipment. 
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Mr. Houirie.p. In effect, you have to buy a service along with 
them because of the professional attention that they need to keep 
them maintained. Is that not true? — 

Mr. LeBoutiturer. I think that is true. Of course, another 

int is that no one company any longer has a monopoly and there is 
competition in the field. — ult V6 aris . 

Mr. Houir1eLp. There is competition in furnishing machines, even 
on a leased basis? 

Mr. LeBoutituier. Yes, indeed. 

Mr. HouiFrevp. Incidentally, on the subject of these computing 
machines, some of the members of the staff are looking into the point 
you brought up, Mrs. Griffiths. 


BUDGET BUREAU STUDY OF CATALOGING PROGRAM 


Mr. Ropack. Mr. Chairman, may I ask a question or two further 
about the cataloging program? ‘There has been from time to time 
criticisms of the program within the Congress and outside. 

I understand the Bureau of the Budget has made a study of catalog- 
ing—an evaluation of the cataloging program. 

o you have any information on that? 

Mr. Ritey. I do not. We knew they were looking into it, but we 

have received nothing from them as to the results. 


CRITICISMS OF CATALOGING PROGRAM 


Mr. Ronack. We have also had some criticisms—some people have 
almost dedicated their retired careers to criticizing the cataloging 
program. We are not in a position to evaluate the merits of the criti- 
cisms except that from time to time we not only get repercussions, 
but the chairman’s name is taken in vain. 

Are you familiar with the type of criticism to which I am referring? 

Mr. LeBoutituier. I am vaguely familiar with it. I under- 
stand—— 

Mr. Ronack. What is the basic thing at issue? 

Mr. LeBourituirr. | think that somebody believes that according 
to the law the catalog is supposed to be one big telephone book and 
if you can imagine 334 million items in such a state——— 

Mr. Rorack. Is that all that is at issue? We have believed that 
is all that was at issue, but we want to be sure we are not missing 
something here. 

Colonel DeLuca. I will make one flat statement, having been in 
cataloging for 3 or 4 years: A great many people want to manage or 
control management through cataloging. You cannot do that. All 
the cataloging can do is assist and facilitate management, but you 
don’t run the Department of Defense supply systems with the Chief 
of Cataloging as the boss of materiel management. 

Certainly, there are some errors in the cataloging of items. For 
example, we may have given a 1-gallon item a different stock number 
from a 4-quart item. ‘These are few and far between—less than 1 or 
2 percent of the inaccuracies of the cataloging system. Also, there 
are certain industrylike items of production that are assigned valid 
but different stock numbers due to service item of supply concepts 
that differ. Research work is required here to bring these together 
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where errors may exist. The military supply support is protected Fact 8 
however, in the interim. f 

This cataloging system that we have—of course, I might be accuseq | () N 
of prejudice—is well designed, well defined—a mature operating sys. | 
tem. It does serve our supply operations. We are willing to take On, 
in honest presentation, any of the criticisms that anyone May send 
to you and give to you the logic in consideration of what we are doing, 
as well as the logic of whatever is being criticized. We are always 
ready to incor porate improvements in this key tool that serves chang. 
ing materiel management needs. 


‘In cataloging, . find, after 4 years, one must discuss the specifics (2) N 
of the criticisms and recommendations rather than a general cate. (3) I 
gorization of discomfiture. ts 6 

Mr. Ritry. There is one other point which these critics frequently 1 Sav 
throw at us, Mr. Roback, and that is that the design of the program | some! 
was erroneous from the beginning. Their theory 1s that we should vIn 
have identified the items, then standardized them, and then give : 
them a stock number. I dare say—and Joe would agree with this— 8 


that we would be what—— | ; 
Colonel DeLuca. You windlan’t have had a single manager vet. | STA. 


Mr. Ritey. We wouldn’t have been 10 percent through our catalog | SE 
by now if we had taken that approach. B' 

Mr. Houtrrextp. Colonel DeLuca, I wouldn’t put myself in the | P] 
category of expertness that you have in this field. I have a great deal SI 
of respect for the work that you have done. I have watched it closely, | 
and I subscribe to the position that you have just stated. Knowing K 
the tremendous complication there is in handling this, with millions Ri 
of items, rapid obsolescence, and rapid input, T think no one can 


really believe that this system could be printed up like a telephone 
book, and still be kept current and functional. N 
It seems to me that the way you are doing it, this card system is N 
the only way in the world that you can keep it from being just about N 
as useless as a telephone book that is 3 years old. a 
T 


This committee wants to encourage you to proceed along the line 
you are going. If we thought that the criticisms were sound enough to 
involve a congressional hearing, or if they ever became of enough 
importance to require a congressional hearing, we would give you an 
opportunity to present your case. But until that time it seems | i 
useless. We want you to know we are behind the system as it is being \ 
developed now and will support you not only in committee but on the | and 
floor of the House if it becomes necessary at any time. Jd 

We think you are doing a good job; our only criticism might be that | Int 
it hasn’t been given quite the importance in the scheme of things | par 
that we think it should have been given. Anything we can do to help | the 
push this along, we want to do. | hot 


ae TP 


Mr. Rozpack. Mr. Chairman, may the witnesses from the Depart- to 
ment of Defense stand by while we hear from the General Services sin, 
Administration? me 

Mr. Hourrtetp. If you will excuse yourselves from the table then, | fan 
but remain in the room. 

Mr. LeBovurtimuter. We have one item to submit for the record. Wo 


Mr. Ritey. This is a summary which we think is important to your ee 
. . *} 

hearings. It is a summary of our savings. ; = 
Mr. Hourretp. Thank you very much. 


(The document referred to follows:) a 
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Fact shee-—Summary of commodity single manager savings from establishment to 
Dec. 31, 1959 


(1) Net annual single manager dollar savings.-...-.--~---- nm ence, » PUMICE OLE 
oe 5, 255, 480 
Soe gO ye. 5 2, 740, 812 
ae Seth or 1 343, 650 
2, 451, 000 


Pcs tans hive a cee F Ao A he aah 
Storage - - : aks 
Inspection (excluding payroll) -____- - 
Transportation 





Cheatham Annex (warehouse and terminal savings only) - 311, 135 
Standardization _-- cee war ae aro a iS 3, 100, 000 
Increased direct vendor shipments_._-____--~- SU Ga 175, 000 
(2) Net personnel reduction___---__--.-.--------------------- ip ae ae 
(3) Net storage space reduction (square feet) ...............-..- ___5, 270, 793 
(4) Indicated net inventory drawdown ?__-__-....------------- $336, 300, 000 
(5) Other merennne On Vrms S622 Ji. SLU SIG LA Se 3 $3, 478, 829 


| Savings in inspection is in addition to savings in inspection personnel, which is included in line (2) ‘Per- 
sonnel reduction.” 
2 Excess of sales over procurement. 


3 Includes— 
Petroleum - 5 i ‘ oi etal aa Mal banat ps ee 
Procurement (milk, medical) _ _- a206eavenuduotiveesan ane . --< - 1,351,031 
Standardization (clothing) ..............-- nariiigt ete i aeaeeasaGmmnsnentaendneesi ---- 657,998 


STATEMENT OF C. D. BEAN, COMMISSIONER, FEDERAL SUPPLY 
SERVICE, GENERAL SERVICES ADMINISTRATION ; ACCOMPANIED 
BY JOHN McGEE, ASSISTANT COMMISSIONER, OFFICE OF SUP- 
PLY OPERATIONS; JAMES A. GARVEY, ASSISTANT COMMIS- 
SIONER, OFFICE OF UTILIZATION AND SALES; LLOYD L. DUN- 
KLE, DIRECTOR OF THE NATIONAL BUYING DIVISION; AND 
ROBERT OREMLAND, DIRECTOR, TECHNICAL ASSISTANCE 
DIVISION 


Mr. Houirretp. Gentlemen, do vou have a statement? 

Mr. Bean. I do not have a statement, Mr. Chairman. 

Mr. Rosnackx. Mr. Bean, will you state your full name and your 
associates’ names for the record? 

Mr. Bean. C. D. Bean. I am Commissioner of Federal Supply. 

This is Mr. John McGee. He is Assistant Commissioner for 
Supply Operations. 

I have with me also Mr. James Garvey, Assistant Commissioner for 
Utilization and Sales. 

Mr. Lloyd Dunkle, who is the Director of our buying organization, 
and Mr. Robert Oremland, Director, Technical Assistance Division. 

Mr. Ropack. Mr. Bean, this committee has been for many years 
interested in this field of Federal supply management; and since we are 
particularly interested in the military problems in this subcommittee, 
there is a direct relationship to the General Services Administration, 
not only in respect of what GSA can or should supply, but in relation 
to certain developments within the Defense Department and the 
single manager agencies. The committee has made certain recom- 
mendations in a previous report with which undoubtedly you are 
familiar. 

We would like to get from you a commentary, if you would, on your 
working relationships with the Department of Defense, what you see 
as the immediate outlook and prospects for working with them in the 
fields of your jurisdiction and your competence. 

Mr. Bean. This isa big subject. It is a little hard to put your arms 
around it because it is so big. 
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STATUTORY RESPONSIBILITY OF GSA 


Mr. Rogsack. Can we start from the statutory responsibility? 

Mr. Bean. Well, ves. We, of course, do have a statutory respon. 
sibility in this area, perhaps a greater responsibility than we hayp 
exercised in the past. GSA has only recently come of age so that jt 
could participate in some of these things. 

A GSA supply system has been set up, a warehouse system, and 
personnel have been trained in supply operations so that they can now 
go ahead and furnish needed service. 

It is thus a good time for us to cooperate with the Department of 
Defense in accepting additional supply responsibility. One problem 
we are discussing and working with them on is one which represents g 
review of about 800,000 items which is probably the biggest exercise of 
its kind in merchandising history. 

It will take quite some time to complete. 

The Department of Defense gave me a briefing on the subject in 
December, and we have been working close together on the subject 
ever since. 

We have learned, as we have gone along, to work together. Strange 
as it may seem, you know the same words we use do not neces 
earry the same meaning in DOD because our areas of interest are 
different. 

Mr. Houirieup. I hope you are not as far apart on the meaning of 
your words as the Soviet Union and the United States is on the word 
““democracy.”’ 

PAINT COMMODITY GROUP 


Mr. Bean. Well, I hope not, but we have cleared up our meanings 
and established how we are going to proceed to handle such a large 
group of items. It takes some very close coordination and some very 
well-laid plans. This, I believe, has been worked out to an excellent 
degree at this time. We started most recently with paint items. It 
is a commodity in which our participation with the military has been 
small up to this time. 

We find that there is a large group of paint items which we will 
now look at together to determine what offers the best advantage to 
the Government as to the manner in which they should be supplied. 

In this group alone there are more than a thousand such items, and 
there are some 300 items that we are already supplying. That, in 
itself, doesn’t seem like very much, but in total it represents about 
$5 million worth of annual business in just 300 items. 

Now, as we go forward, I can’t forecast what we might do im the 
future in that particular commodity. However, we are carrying out 
this same exercise in the area of general supplies, and general supplies 
covers about everything that we have in GSA. 

We have determined with DOD that those things which we are now 
stocking we will continue to stock and that we will follow out the plan 
that they have for appraisal of thousands of other items. The DOD 
plan for appraisal, with which I am in agreement, involves finding out 
those items which are going to be decoded so we can determine the 
best method that can be used in supplying them to the greatest 
advantage to the Government. 
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EXPANSION OF GSA DEPOT SYSTEM 


Mr. Rosack. How far will your responsibilities carry? Will they 
carry into the distribution system? 

iA Bean. Yes, they will. 

Mr. Rosack. What will be entailed? Will it require you to ex- 
pand your storage system? . | 

Mr. Bean. Undoubtedly it will. Each line of merchandise will 
have to be examined on its own merit. It is always to the advantage 
to the Government to ship the item directly without warehousing if 
that is possible. That is the cheapest method of doing the job. To 
that end we have Federal supply schedules from which the military 
are now buying. 

Mr. HouirteLp. Will you explain just how that works? 


FEDERAL SUPPLY SCHEDULES 


Mr. Bean. Well, the Federal supply schedule is an open-end con- 
tract we have made with one or more concerns to supply an item. 

Mr. HouirieLp. At a certain price and in certain quantities. 

Mr. Bean. At a certain price and up to a certain quantity. The 
contract information is given to all the people who might use it. 
They, therefore, can order directly from the manufacturer andhave it 
delivered to themselves and pay for it themselves. 

Mr. Houirrevp. In other words, you exercise a kind of scrutiny 
on the quality and the price of those items that customers can rely 
on with assurance. They don’t have to go into competitive bidding 
themselves, or even if they go into competitive bidding, they have the 
schedules available which furnish guidelines. 

Mr. Bean. That is correct, sir. 

Mr. Hourrie tp. And are those schedules kept up to date, or do they 
become rapidly obsolete? 

Mr. Bean. They are kept up to date. Some are made for as long 
as a year and some are made for 6 months and they are kept up to date 
all the time. 

There are other methods of buying we use, such as consolidated 
buying, where we bring together all requirements and make one 
purchase. In some lines of merchandise that has an advantage. On 
others we have found it is to our advantage to make short-term 
contracts for goods, and for a definite quantity covering a specific 
short period. 

Then, of course, there are commodity lines where you might buy 
the goods and bring them into the warehouse and distribute them. 
One of these methods is employed depending on the quantity, the 
market availability of the item, and other factors. We have to deter- 
mine the best way to do it, to save the greatest amount of money. 

I would be happy to give you this list of schedule contracts which 
are currently in effect. 

Mr. Rospacx. How many items are covered in the supply schedule? 

Mr. Bean. Approximately 50,000 line items. 

Mr. Ropacx. And your stores carry about 9,000? 

Mr. Bran. Yes. 

Mr. Ropack. You are examining with the Department of Defense 
some 800,000 items? 

Mr. Bean. That is correct, in total. 
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Mr. Rosack. So it is conceivable you might have to multiply bya 
factor of 2 or 3 your supply responsibilities as far as line items gre 
concerned? 

Mr. Bean. That is correct. As a matter of fact, we are using thoge 
identical figures as a planning base so that we would know what to 
do in case we do get additional demand. 

Mr. DunkKLE. Our schedules cover about 50,000 line items, but they 
cover Many, Many more so-called vendor catalog items which are 
largely in the area of parts and accessories for systems and equip- 
ment. Many of these items are individually identified in the military 
system. So, to say, in terms of the total number of items, the sched. 
ules would cover only 50,000 items would be incorrect. They may 
cover many more. a 

We will know this as we get further into the identification area. 

Mr. Ropack. The Department of Defense advises us that they are 
in the process of coding all their general supplies so that the procur. 
ing activities will know generally “where and how to buy. Many of 
those items presumably will be procured from GSA. : 

Now, what are the criteria which dictate that? Would it be price 
advantage? 

CODING OF GENERAL SUPPLY ITEMS 


Mr. Bran. Well, first, as you know, they are coding according to 
their own use. Code A, represents military items, of course, and 
Code B, items which are used by the Department of Defense only, or 
needed in war readiness depth. Other items are being decoded and 
it is these items we are looking at to determine how they can best be 
procured. 

We are doing that in joint action and we have to review them on 
an item by item basis. _ As I say, in the case of paint there are about 
a thousand items upon which we are starting now to make this de- 
termination. 


STATUS OF GSA CATALOGING PROGRAM 


Mr. Dauurn. What is the status of the GSA cataloging program? 

Mr. Bran. All of the items that we furnish have been cataloged. 
There are quite a few items in the hands of independent agencies 
which have not yet been cataloged. We figure at the present rate of 
speed it will take 3 or 4 more years to complete the job. 

Mr. Daun. It appears your cataloging program is further behind 
than the military; is that true? 

Mr. Bran. That is correct. 

Mr. Dauuin. How did that come about? 

Mr. Bean. Well, from lack of money, as a matter of fact. 

Mr. Dautin. Is there a standardization problem within your 
agency? 

Mr. Br AN. Well, not a problem, no. 

Mr. Danurn. Not the same kind as the military? 

Mr. Bean. We do standardization work and we "ai it in a similar 
manner. As a matter of fact, we cross-reference one another all the 
time so we are doing it in essentially the same manner. 

Mr. Dauttin. It appears that your items are not identical with the 
military items we were talking about earlier. 


mee 


LE TTT TTT 


se: & 
—__. —— | 


° 
2 
Ree Mes 


dis 
ag 


ite 


ne 





} by a 
IS are 


those 
lat to 


they 
h are 
quip- 
litary 
ched- 
may 


‘V are 
‘ocur- 
ny of 


price 


ng to 
, and 
ly, or 
1 and 
st be 


m on 


rbout 
is de- 


ram? 
oged. 
ncles 
ite of 


ehind 


your 


milar 


ll the 


h the 





| 
| 
| 


MILITARY SUPPLY MANAGEMENT 69 


Mr: Brean. Not all items are identical, that is true. Many items 
are identical. 

Mr. Dauurn. So that the relative speed of your cataloging program 
is a barrier to joint DOD-GSA action? 

Mr. Bean. No; because all of the items that we stock or buy are 
cataloged. 

Mr. Daun. The 9,000 items? 

Mr. Bean. All of those are cataloged. 

Mr. Daunuin. But not the 50,000? 

Mr. Bean. Yes; they are cataloged. All the items we buy and 
distribute are cataloged. It is only some in the hands of certain 
agencies which are not cataloged. 


REVIEW OF CODED PAINT ITEMS 


Mr. Dauuin. You mentioned a figure of about a thousand paint 
items that you had already received for review? 

Mr. Bean. Yes; we are just starting right now. This is still pretty 
new. 

Mr. Dauurn. So far have you identified any number of those that 
you could supply? 

Mr. Bean. Yes; we have identified 152 items. 

Mr. Dauuin. 152 out of a thousand? 

Mr. Bean. Yes. 

Mr. Dauurn. That represents a rather small percentage. 

Mr. Bean. We haven’t looked at but a few of the items. 

Mr. Dauuin. Of the whole list? 

Mr. Bean. That is right. There is a lot yet to be done on that. 


SCHEDULE OF REVIEW OF CODED ITEMS 


Mr. Dauurn. You have a schedule set up for receiving the rest of 
them or do you just have to wait for the requests or lists to come 
over from the Department of Defense for you to review? 

Mr. Bean. We have a definite schedule set up. We have liaison 
teams now working with the DOD people, and the single manager on 
paint. 

Mr. Daun. One of the witnesses made the statement yesterday 
that you had to have the capability of taking it over tomorrow, as it 
were, in order for it to be suitable to GSA to handle some of ‘these 
items, or something close to this. 

Mr. Bean. In paint we are thinking of about the first of October. 
That has been the schedule tentatively agreed upon between ourselves 
and the Department of Defense. 


INCREASE IN GSA INVENTORY 


Mr. Dauuin. Well, you are taking over the items; will that involve 
an increase in your inventory as w ell as, say, personnel? 

Mr. Bran. It would involve an increase in inventory and space. 

Mr. Dauuin, Is there any imposed level of inventory on the part 
of the Department of Defense as far as you are concerned? 

Mr. Bean. No. 

Mr. Danuin. You have no particular stock levels? You merely 
have to supply their demand? 
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Mr. Bean. Yes. However, we impose our own goals on turnover of 
stock which we would have to consider. 
Mr. Danuin. Do you have normal operating levels, a specific 
number of days or months of supply? 
Mr. Bran. We operate on an overall basis with about a 4 months’ 
supply. 
INCREASE IN GSA DEPOT PERSONNEL 


Mr. Danutn. How many personnel are involved in your depot 
stores system operation? 

Mr. Bean. Approximately 2,300 in supply operations, broken down 
as follows 
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Mr. Dauuin. What kind of increase in personnel would you expect 
in taking over items from the Department of Defense? 

Mr. Bean. Well, of course, if we are working on a supposition such 
as was mentioned a while ago of over a period of time having doubled 
the amount, I would say we would require 25 percent or 30 percent 
additional personnel. 

Mr. Dauutn. On about double the amount? 


Mr. Bean. Yes. 


EXPANSION OF GSA STORAGE SPACE 


Mr. Dau.in. How about storage space? Would GSA have to 
increase its storage space? Would it contemplate taking over some 
of DOD’s excess? 

Mr. Bran. There would have to be some increase in storage space 
and as far as we can see now that is well taken care of. 

As a matter of fact, we have just recently cleared up taking over 
some space in a military installation in Fort Worth. We have 
recently also in New York taken over military space, as well as in 
Los Angeles, and our space situation is in relatively good condition. 

Mr. Houtrrenp. Theoretically, any increase in personnel or space 
would be offset by a decrease on the part of the military services, 
would it not? 

Mr. Brean. That is correct, sir. 

Mr. Houtrretp. You say you could do twice the business with a 
25-percent increase in personnel and with some increase in space. 
That would be the advantage of having a greater volume, of course. 

Mr. Bran. That is correct; yes, sir. 

Mr. Hourrrexp. In looking through this Federal schedule here, 
I notice the phrase, ‘“‘mandatory upon the Department of Defense,” 
in connection with some items of procurement, and in other instances, 
‘not mandatory,” and I frequently see the notation, ‘‘Also mandatory 
within the city of Falls Church, Va.” 

I am just curious as to why that is included. Such prominence toa 
neighboring city seems unusual. 
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Mr. Dunxte. That would be a requirement of a local schedule 
issued by our regional office which is located here. 

Mr. HouirieLp. Within the metropolitan area of Washington? 

Mr. Dunkte. That is right. 

Mr. Houirrevp. It says, “mandatory on Washington, D.C., and 
also mandatory within the city of Falls Church.” How about 
Alexandria? 

Mr. Dunxe. That is covered by a separate clause of the schedule, 
sir. 
Mr. Houirietp. My point is, I wonder why you single out that city? 
Why not say it is also mandatory in Chicago, or San Francisco? What 
is the significance of this? 

Mr. Dunk te. It is part of the metropolitan area and has to be 
handled in that fashion because of the way the county designations 
are set forth in our contracts. 

For example, “contiguous area’? means Prince Georges, Mont- 
gomery, and Arlington Counties but Falls Church comes within a 
separate area. 

Mr. Houtriecp. [ am still not satisfied as to your omitting the rest 
of the United States. 

Mr. Bean. This is on such a limited basis that this contract would 
have been made by our regional office and not the central office, and 
would apply just to this particular area, because certain agencies had 
a need for it in this area. 

You see, there are also national schedules. This happens to be just 
a local schedule for this area. 


? 


GSA MAINLY USED BY AIR FORCE 


Mr. HouiFieLtp. What is the attitude of the Department of Defense 
toward utilizing your services? Is it one of reluctance or do they 
readily agree to it? 

Mr. Bean. I think we have had a very high degree of cooperation. 
As a matter of fact they have invited us to participate with them and 
we have been very happy to do so. 

Mr. Hourrrevtp. Does that extend to the three military departments 
in the Department of Defense? 

Mr. Bean. I believe it does, sir. 

Mr. Houirietp. Do you have any of the three agencies who are 
reluctant to utilize your services? 

Mr. Bean. No, | don’t think there are. As a matter of fact, we 
are serving them to some extent, each of them now. This would be 
an expansion. 

Mr. Dauurn. Your largest volume has been with the Air Force? 

Mr. Bean. Yes, sir. 

Mr. Dautin. In what area? 

Mr. Bean. The obvious reason for that is a limited supply system 
of their own whereas the other two services have had a quite adequate 
supply system. 

Mr. Daun. In what area has been your principal support? 

Mr. Dunxte. It would be in the area of household quarters 
furniture, handtools and, of course, they are large users of our regular 
office supply, office equipment, and office furniture items. 
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GSA PURCHASE OF OFFICE EQUIPMENT AND SUPPLIES 


Mr. Danuin. Is any change in office supplies and office equipment 
service envisaged in the new single managers as you understand them? 

Mr. Dunxue. As we understand it, the current assignments will be 
reexamined as a part of the total picture but indications are that they 
are operating satisfactorily at the present time. 

Mr. Dauuin. What proportion of the items within these groups 
do you supply to the military? Can you supply them with all typeg 
of office equipment and office furniture? ; 

Mr. Bran. Yes, we have been doing that. 

Mr. Dauurin. All items without exception? 

Mr. Bean. That is right. 

Mr. Dauuin. And what percentage of their total business do yoy 
think you supply? j 

Mr. Brean. Well, I think we supply most of it. 

Mr. Danurn. You don’t think any of their small item purchases 
are made outside? 

Mr. Bean. There are probably some small items but I mean on 
the whole, anything that would count. 


iSA PURCHASES OF HOUSEHOLD FURNITURE 


Mr. Dauurn. How about household furniture? 

Mr. Bean. Household furniture we have been supplying for the 
Air Force primarily. However, we have the capability of handling 
the balance of it. 

Mr. Dauurn. For the Air Force or for all services? 

Mr. Bean. For all services. 

Mr. Daun. So that you would expect in the setting up of the 
Military General Supplies Agency that you will take almost the total 
procurement for the Department of Defense in these areas? 

Mr. Bran. Well, it would seem logical to me. We haven’t studied 
that particular area. 

Mr. Daun. Will that involve any increase in your personnel or 
the system? 

Mr. Bean. Very little. 

Mr. Dantutn. This isn’t depot material? This is Federal supply 
schedule? 

Mr. Bean. Yes, the latter. It would take very few extra people. 


COMPARISON OF GSA AND DOD PRICES PAID 


Mr. Danurn. Has the GSA compared its pricelists to the Depart- 
ment of Defense purchasing systems in order to determine whether 
or not it is in fact getting the best price to the Government? 

Mr. Dunxkue. We have in some areas, yes, but it is a difficult thing 
to do because you have to do it on the basis of whether you are buying 
an item for distribution by the Government or are buying an item to 
be distributed by the supplier. 

In other words, what are you getting for the money that you are 
spending in terms of service as well as product? 

So it is a difficult comparison to make, 
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Mr. Daxwuin. The military frequently state, however, that they 
vet better prices than GSA can get them. Is that not true or have 
they told you that? 

Mr. Bean. There is one particular transaction in the Army where 
they buy one style of an item in large quantities for everyone. 

They have been getting some very excellent prices on these pur- 
chases. 1 don’t think that they can do any better than we could if 
we were doing that same thing for them. 

Mr. Dauuin. You mean given that quantity, you could do as well? 

Mr. Bean. We could certainly do as well. 

Mr. Danuin. Except your Federal supply schedules are not actually 
anorder. ‘That is open end contract at a specified price. You don’t 
get a better price for larger quantities? 

Mr. Bean. Yes, for larger quantities—each contract has a maxi- 
mum order limitation to which the contract applies. Thus, require- 
ments of $5,000 or $10,000 or above, as the item warrants, are pur- 
chased by separate transactions. 

Mr. Dauuin. What happens over that limit? 

Mr. Bean. We either buy for the customer or the customer buys 
for itself. 

Mr. Dautin. You would engage in this same kind of negotiated 
procurement or advertising as the military services? 

Mr. Bean. We would do it with advertising. 

This subject is part of our discussions as to how we might do this 
in the future and it has not been decided as yet. 


GSA PROCUREMENT OF AUTOMOTIVE SUPPLIES 


Mr. Dauuin. Is the general supplies area the only area where you 
would expect GSA to assist the Department of Defense? 

What kind of procurement is carried on by GSA in automotive 
supplies? 

Mr. Bean. In that we have substantial contracts for tires, batteries, 
parts, and other such things. As a matter of fact, for ground tires 
we have schedules used by all services. We also have airplane tires 
which are used primarily by the Air Force. 

Mr. Daniin. You also run motor pool operations for parts of the 
Government? 

Mr. Bean. That is correct. 

Mr. Danuin. Have you suggested or carried on any discussions for 
increasing GSA motor pool systems? 

Mr. Bean. No; we haven’t. This has been confined to merchandise 
so far. 

Mr. Dauun. Is it fair to say that GSA has a pretty good job cut 
out for it now? Is it a tough planning problem to figure out how to 
increase business in the light of economy in the Government as a 
whole? 

Mr. Bran. Yes; it is. IT think, however, the groundwork is laid. 
The course has been set. I think we know how to do it. 

Mr. Daun. Would you expect economies to come from other 
agencies now buying under separate systems, buying the same types 
of items that may be coded into your system? 

Mr. Brean. Yes. If there are any there would be, of course, a 
savings. 








74 MILITARY SUPPLY MANAGEMENT 


Mr. Dantin. If there are any. In other words, you don’t knoy 
Have you means of finding out? : 

Mr. Bran. Yes; we have means of finding out. 

In most of the civilian agencies they do buy the things which we do 
stock and which we have on schedules; things which are peculiar to 
their own operation they buy for themselves. 

For instance, the Weather Bureau buys from us all of its common 
supplies and equipment, but if they wanted a particular weathe 
instrument, they would buy it themselves. They are the experts 
in that field. 

Mr. Danttn. But some of these items might now appear in the 
military systems. They might fall out into your system through 
coding and you would pick them up that way? 

Mr. Bean. That could happen. 


INTER-AGENCY PETROLEUM PURCHASES 


Mr. Danutn. What buying arrangements have you attempted to 
set up with the Department of Defense? Have you attempted to 
ask the Department of Defense to carry on some functions for you? 

Mr. Bran. Carry on functions for us? 

Mr. Danuin. Purchasing functions. 

Mr. Bean. We had as an exercise not long ago the study of oil, 
When we got into the detail of it, it didn’t bok: as good as it had 
previously. A lot of our quantities are small and scattered whereas 
their purchasing ability is in large quantities and at definite locations, 
So our small quantities scattered over hundreds and hundreds of local 
filling stations would be difficult for them to handle, because it is 
unlike the kind of purchasing that they regularly do. 

Mr. Dauurn. What is the amount of your large volume purchases 
for the Government? 

Mr. Brean. Do you mean in oil? 

Mr. Dauttn. In petroleum. 

Mr. Dunxte. It is a sizable figure. We would like to furnish it 
for the record. We don’t have it available at the moment. 

Mr. Daun. It is a substantial figure? Something like $30 million? 

Mr. Dunxte. I believe it is well over that figure when you include 
both the purchases for delivery in the Government storage tanks and 
the delivery from filling stations into the tanks of cars. It would 
exceed the figure of $30 million on that basis. 

(The following information was supplied:) 

Fiscal year 1959 actual: $33,076,416 for bulk fuel oils, gasolines, and solvents 
(excluding service station deliveries). 

Mr. Dauuin. They would have to add personnel to take over your 
business? 

Mr. Bran. Well, yes. The type of buying they would have to do 
for us would be foreign to their type of buying. 

Mr. Dautin. They could do the large volume and not the small 
volume? 

Mr. Bean. Our so-called large volume purchasing is small to them 
and is the type which they actually turn back to the services and call 
local purchase. 


' 


| 
| 
| 





duc 
con 
to | 


now, 


@ do 
iT to 


mon 
ther 
derts 


| the 
ough 


d to 
d to 
you? 


f oil, 

had 
eTeas 
ions, 
local 
it is 


1aSes 


sh it 
lion? 
clude 


3 and 
rould 


lvents 


your 


to do 
small 


them 
d call 


MILITARY SUPPLY MANAGEMENT 75 


Mr. Dauuin. Are there any legal or theoretical problems in having 
DOD carry on this type of function for you? 

Mr. Bean. None whatsoever. 

Mr. Danuin. None from your standpoint? 

Mr. Brean. No. 


SURPLUS DISPOSAL TECHNIQUES 


Mr. Rosack. I wonder if we could get some information about the 
closed-circuit television technique for Government property disposal. 
I understand this was a Defense Department method in which GSA 
cooperated. : 

0 you have any information on that, Mr. Bean? 

Mr. Bean. Mr. Garvey, I believe, would have. 

Mr. Garvey. There was one major TV auction sale which was con- 
ducted by the military last October and then a second one was recently 
conducted at Atlanta. I understand that DOD is considering a plan 
to have nine sales in fiscal year 1961-62 as tests of the applicability 
of closed-circuit TV to the selling process. 

Neither one of these two first sales gave us a clear enough picture 
of whether this technique was employed in toto properly or whether 
it was a logical sales method. 

In other words, the process is something new to Government; it is 
something new to selling and so further tests seem in order to the 
military. 

Mr. Ropackx. Have the conclusions been equivocal as between the 
one and the other test? That is, do they cancel each other out? 

Mr. Garvey. By comparison the first test was much more elaborate, 
and an appraisal of it by the Army is available. 

The second test was one run on military circuits—I believe, of the 
Signal Corps—and what they did on the occasion of the second test 
was to have the people come into an auditorium in the city of Atlanta 
and then broadcast into that auditorium from locations nearby so that 
the only audience participation was in Atlanta. 

On the occasion of the first test, there were audiences in six cities, 
so that those audiences had to be connected with each other in the 
achievement of competition. 

We are working with the military in the apprisal of the validity of 
this type of selling. All of us have one point that we are worried 
about, and that is the high cost of TV transmission. There is no 
doubt that it is applicable only to special situations. We have got to 
make sure that the process brings in enough extra money to justify the 
added expenditure and gives us a return that we can’t get through a 
cheaper method doing the job. 

Mr. Rosack. In both cases there were contracts made? 

Mr. Garvey. Only the first one was contracted with Tele-Prompter. 
The second test was run on Signal Corps lines. 

Mr. Ropack. Thank you. 

Mr. Daxuin. You haven’t explored this area on your own, however? 

Mr. Garvey. We are exploring it with the military because this 
represents the only place where it is being tested. Our GSA sales 


are not large enough to justify the employment of this particular 
technique. 
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Mr. Danurin. How about on real property or high-cost. fixtures? 
Would it assist there? MN 

Mr. Garvey. I am not sure. Real property selling doesn’t come 
under Mr. Bean or me, but it seems to me, just rationalizing, that the 
process would have limited applicability. 

Mr. Rowack. But as it looks now, does that type of advertising and 
selling have promise? : 

Mr. Garvey. We would take the position that it has promise, but 
it is not yet proved. 


STATUTORY FUNCTION OF GSA 


Mr. Rorack. Mr. Bean, there was considerable discussion before 
the Douglas subcommittee about the statutory relationships between 
GSA and the Defense Department and an instruction by President 
Truman in 1949 which was rescinded by President Eisenhower in 1954 
regarding the Department of Defense exemption from GSA jurisdic. 
tion. Now, does that have any bearing on your operation? 

Mr. Bran. At the present time it has no bearing on our operation, 
I would say. Our relations with DOD have been very close. We 
have written letters of understanding which are governing our joint 
operations effectively. 

Mr. Dauuin. We covered automotive supplies and general supplies, 
Does GSA do any purchasing in construction equipment? 

Mr. Bean. We do some. It isn’t a major program with us. We 
do it for some of the agencies who do roadbuilding and work of that 
kind and for ICA overseas, but it isn’t a major line. It isn’t something 
we put on schedule or maintain in stock. It is always done by special 
purchase. 

COMPARISON OF GSA AND DOD PRICES 


Mr. Dauutn. Are any of these items in that area things you might 
better rely upon the Department of Defense to procure for you? 
Do they get better prices in this area? 

Mr. Bean. I am not in a position to tell at this moment. 

Mr. Dauuin. Could you provide us any statement for the record 
on that? 

Mr. DunxkuzE. We would have to check it out with the Department 
of Defense. There are so many differentiations in equipment and 
other factors, it is almost impossible to make a price comparison. 

On automotive equipment we have made comparisons. We get 
just about the same prices the Department of Defense does on stand- 
ard-type vehicles. 

Mr. Daututn. Including any differential for handling? 

Mr. Dunxte. That is right. 

Mr. Dauuin. You are just a little higher or just a little lower? 

Mr. Dunk ez. It varies, depending on the market and the time we 
go into the market. In other words, the price on vehicles will vary 
with the time of the year that you consolidate your requirements 
and enter the market. 

Mr. Danuin. Does GSA have any figures on petroleum? Are bet- 
ter prices secured by the military for petroleum, within the types of 
items that are comparable? 

Admittedly some of your gas stations would not be comparable. 

Mr. Bean. How about fuel oil? 
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Mr. Dunxue. We had a study made on this and it showed De- 
partment of Defense prices were somewhat lower, but the quantities 
were somewhat greater. So a final determination as to what the 
price differential would be comes back to the same point: You weren’t 
buying the same quantities under the same conditions for the same 
locations. ‘ ; eS 

Mr. Dautin. Was that price differential what attracted you to 
asking DOD to take on some responsibilities? 

Mr. Bean. The thing behind it is this, as I see it: We all believe, 
the Department of Defense, as well as ourselves, that if two or three 
people are in the market buying the same thing and each of them 
buying a sufficient quantity at a reasonable price, economies can be 
effected if one person would buy it. 

As far as | am concerned, it could be the Department of Defense 
or us or some other agency if they were set up to do that kind of work, 
rather than having several agencies going into the market to buy 
the same thing. 

Mr. Dauurn. Do you feel you are competing in some areas with 
the Department of Defense, or not doing as well? 

Mr. Brean. I don’t know that we are necessarily competing, as 
much as each of us is supplying an organization to do some of the 
same things, whereas one organization could probably do these 
with greater economy. 

Mr. Danurn. So you think there are specific personnel savings which 
could be made? 

Mr. Bean. I sincerely believe that. 

Mr. Dauuin. But the problem of allocation of the moneys and 
resources of the Government between the military and civilian areas 
is exactly the problem you reach here, is it not? 

Mr. Bran. Yes. 

Mr. Dann. The military is buying for military purposes and you 
are buying for civilian purposes. 

Do you feel that some of the military buying is actually for civilian 
purposes? 

Mr. Bean. Well, I don’t know that— 

Mr. Daututin. If the military is buying for any purposes you might 
consider civilian, is it carrying on some of your statutory functions? 

Mr. Bean. Well, I would presume in talking about general supplies 
which, of course, includes a very large number of items, that the 
majority of those are common-use items. They buy some of those. 
We may buy something similar in the same line of merchandise; that 
happens. 

This is one of the things that is being studied now to try to eliminate 
any duplication. 

Mr. Daun. On the other side, is there any problem from your 
point of view in setting up organizations for carrying on military 
functions? 

Mr. Bean. Oh, no; because after all, about 65 percent of the 
volume we buy now goes to the military. It is an expansion of that 
same operation. 

Mr. Dann. The point there is that you are carrying on what is 
actually a civilian buying function in working with the industry for 
that procurement? 

Mr. Bean. That is right. 
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Mr. Dautin. In that sense your function is civilian in carrying op 
the industrial relations in that area? : 

Mr. Bean. That is correct, sir. 

Mr. Ho.trie.p. Gentlemen, I wish to thank you for your appear- 
ance here this morning. 

This will conclude our hearings on this present matter. 

Next Tuesday morning we will hold a idem hearing on organiza- 
tion and management of missile programs. 

We appreciate your appearance this morning and the subcommittee 
stands adjourned. 

(Whereupon, at 12:15 p.m., the subcommittee was adjourned.) 
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APPENDIX 1—EXECUTIVE REPLIES TO HOUSE REPORT NO. 674 
(86TH CONG., 1ST SESS.) 


APPENDIX 1-A 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D.C., July 27, 1959. 
Hon. Cuet HouiriE.p, 
Chairman, Military Operations Subcommittee, Committee on Government Operations, 
House of Representatives. 
Deak Mr. CuarrMANn: The Secretary of Defense has asked me to acknowledge 
your letter of July 21 with which was attached a copy of House Report No. 674, 


“Military Supply Management (Single Manager Agencies).”’ 


I have taken the liberty of referring your letter and its enclosure to the Assistant 
Secretary of Defense for Supply and Logistics who is responsible to the Secretary 
of Defense for matters of this nature. I also have requested that comments on 
the report be made directly to you as soon as possible. 

Sincerely, 
GEORGE W. VAUGHAN, 
Assistant to the Secretary for Legislative Affairs. 


APPENDIX 1-B 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D.C., August 19, 1959. 
Mr. Dovetas DAHLIN, 
Staf Member, Military Operations Subcommittee of the Committee on Government 
Operations, House of Representatives. 


Dear Mr. Dauuin: In response to your informal request, I am enclosing copies 
of the final report of the review panel of the commodity single manager evaluation 
study. This report has been approved by all interested elements of the Depart- 
ment and now represents an official Department of Defense position. However, 
the recommendations which are enclosed in the report as appendix C have not 
yet been completely coordinated and staffed within the Department of Defense. 
Although many of the recommendations ultimately may be adopted, they do not 
necessarily represent the position of the Department of Defense at this time. 

We are now in the process of validating the reported deficiencies and problems 
which gave rise to these recommendations and will undertake such corrective 
action as is finally determined to be necessary and desirable. At the same time 
we will be acting upon the recommendations contained in House Report No. 674, 
“Military Supply Management (Single Manager Agencies).”’ 

Sincerely, 
Pau. H. RI.ey, 
Director, Supply Management Policy. 
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APPENDIx 1-C 


DEPARTMENT OF DEFENSE, 
Washington, D.C., September 23, 1959 
Hon. Cuer HOo.irrevp, 
Chairman, Military Operations Subcommittee, Committee on Government Operations 
House of Representatives. 

Dear Mr. CHarrMan: Thank you for the opportunity of commenting Upon 
House Report No. 674, “Military Supply Management (Single Manager Agep. 
cies).” I believe this report to be of substantial assistance to us in our continuing 
effort to improve supply management within the Department of Defense. 

We are convinced on the basis of our evaluation of single manager operations 
from their inception to date that this is a useful technique of management which 
permits us to achieve worthwhile economies while maintaining the effectiveness 
so essential to the support of military operations. We plan to make more extep. 
sive use of this concept in the future as a part of a comprehensive program for 
improved supply management. 

Specific comments relating to the findings and recommendations contained jy 
this report are attached. 

Sincerely, 
Puitie LEBOouTILLIER, Jr., 
Acting Assistant Secretary of Defense (Supply and Logistics), 
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ApPpENDIx 1-—D 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., August 6, 1959. 
Hon. CuetT Hovirrexp, 


Chairman, Military Operations Subcommittee, 
House of Representatives, Washington, D.C. 

Deak Mr. CuarrmMan: Thank you for sending me a copy of House Report 
No. 674, ‘Military Supply Management (Single Manager Agencies).” 
~ Tread with particular interest the committee’s observations on the vulnerability 
of food, medical, and clothing supplies in military storage, because of their im- 
portance to our survival in the event of attack on this country and have requested 
my staff to give me a full report. As soon as this is completed I will write you 
again. This should be accomplished within the next few days. 

Sincerely, 





we of infor 


Leo A. Horeca. 





assist 
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EXEcUTIVE OFFICE OF THE PRESIDENT, 
OrFIcE OF CIVIL AND DEFENSE MOBILIZATION, 

OFFICE OF THE DIRECTOR, 
Washington, D.C., October 18, 1989. 


n 
*. 
ke 
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Hon. CueT HOviFIELD, | | 
Chairman, Military Operations Subcommittee, 
House of Representatives, Washington, D.C. 


Dear Mr. CHarRMAN: This is a further reply to your transmittal of House 
Report No. 674, ‘‘Military Supply Management,”’ calling my attention specifically 
to the findings and recommendation 12 appearing on page 10 of subject report. 

The Military Operations Subcommittee found that ‘while beginning efforts 
have been made in the protection and disperson of petroleum stocks, no attempt 
has been made to decrease the vulnerability of subsistence, medical, and clothing 
supplies.” It was recommended that immediate steps be taken to plan for 
protected storage of these items. 

In addition, the subcommittee found that ‘‘there is little if any direct liaison 
between the single manager agencies and the Office of Civil and Defense Mobiliza- 
tion, despite the likelihood that in a war emergency the large inventories of 
subsistence, medical, and clothing supplies controlled by the single managers 
} would be needed for civil defense as well as military purposes.’’ The subcom- 
mittee recommended that both agencies ‘establish an effective working relation- 
ship for interchange of information on reserve stocks and on civil defense planning 
measures for their use in the event of a national emergency.”’’ 

As to the first recommendation, the Department of Defense advises that while 
they are anxious to improve the vulnerability position of the single manager 
systems they find themselves limited in their capabilities for achieving complete 
and integrated protection of all assets, and are faced with the problem of selecting 
those areas which seem most urgently in need of immediate protection. At the 
moment the emphasis is on providing protection for higher priority operational 
units and selected military materiel. Within remaining capability, attention 
will be directed toward the items in the single manager system. 

With regard to the second recommendation, working relationships do exist at 
both the national and regional level to assist in the interchange of information on 
reserve stocks available for civil defense uses. The Department of Defense par- 
ticipates actively on boards and committees that meet regularly at the national 
level to discuss matters that affect the use of military stocks in civil defense 
emergencies. In addition, the DOD is represented on each of the eight OCDM 
Regional Civil and Defense Mobilization Boards by a service representative who 
is authorized to obtain advice and assistance from single manager agency experts 


in the region should this be needed for the advice of the OCDM regional author- 
ties, 


assets. 





available 


req 
ofr 


It should be pointed out that the supplies covered by the single manager sys- 
tems, especially medical, have been subject to review in the past by both agencies. 
The information available indicates that in the event of an emergency the DOD 
stocks might not be adequate to meet the demands of the military, both domestic 
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and overseas. In fact, it is believed that the military would become a claimant 
for many of these items rather than serve as a resource with surplus available for 
distribution to nonmilitary use. 

Both agencies appreciate the fact that the items in the single manager system 
could be extremely useful for civilian needs in the event of disaster. In this eon 
nection discussions have been undertaken with the Defense Department concern. 
ing the development of appropriate data and procedures for the exchange of more 
detailed information on these vital items, and a formal request has been made for 
staff time assignment in furtherance of this project. It is believed that out of 
this effort will come information which will be of assistance in providing effective 
utilization of these resources consistent with the national plan and military 
objectives. 

Sincerely, 
Leo A. Hogau. 





APPENDIX 1-F 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcert, 
Washington, D.C., July 27, 1969. 
Hon. Cuet Ho.irFiE.p, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Thank you for your letter of July 21, 1959, enclosing 
a copy of House Report 674, “Military Supply Management (Single Manager 
Agencies)’’ prepared by your subcommittee. 

The report will be reviewed with interest by the Bureau and no doubt will be 
useful in our work in many ways. I thank you for your thoughtfulness in sending 
it to me. 

Sincerely yours, 
Maurice H. Stans, 
Director. 





APPENDIX 1-G 


CoMPTROLLER GENERAL OF THE UNITED STarTEs, 
Washington, August 4, 1959, 
Hon. Cuer Houtrre.p, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 


Dear Mr. CuatrmMan: Thank you for your letter of July 21, 1959, referring to 
our attention House Report 674, ‘“‘Military Supply Management (Single Manager 
Agencies),’’ prepared by your subcommittee. 

The information, conclusions, and recommendations included in this report will 
be of considerable value and assistance to us in our reviews of supply activities 
in the Department of Defense. The report is being given wide distribution in 
our Defense Accounting and Auditing Division and our regional offices. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





Apprenpix 1-H 


GENERAL SERvicEs ADMINISTRATION, 
Washington, D.C., July 30, 1959. 
Hon. Cuet Ho.irievp, 
Chairman, Military Operations Subcommittee, 
House Office Building, Washington, D.C. 

Dear Mr. CuarrmMan: We have reviewed the copy of House Report 674, 
“Military Supply Mariagement,” enclosed with your letter of July 21, 1959, and 
agree in principle with the recommendations pertaining to the General Services 
Administration. 
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As you know, the Armed Forces Supply Support Center has undertaken a study 
roject covering the management of selected general supplies and has completed 
comprehensive surveys of a number of military installations. About a month 

9 arrangements were made to extend this project to the General Services 
\dministration. A team will study and survey GSA central office operations 
and those of two typical field facilities during the period August 5 to 21, 1959. 
This seems to be in complete accord with recommendation 11 of the report. j 

It is felt that this study will establish, very clearly, the capabilities of GSA for 
supplying common-use items to all Government agencies. SF or this reason, we 
would like to reserve any further comment on the various GSA matters included 
in the report until such time as. definite recommendations are developed by the 
Armed Forces Supply Support Center. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


APPENDIX 1-I 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.€:, September 14, 1959. 
Hon. Cuet Ho.iFie.p, 
Chairman, Military Operations Subcommittee, 
House Office Building, Washington, D.C. 


Dear Mr. CuarRMAN: My letter of July 30, 1959, replying to your correspond- 
ence of July 21, 1959, mentioned proposed surveys of selected GSA supply opera- 
tions by the Armed Forces Supply Support Center. These surveys, which 
involved GSA central office operations and those of our Washington, D.C., and 
San Francisco regions, were completed on August 21, 1959. 

We understand that the final report covering the overall study will be distributed 
by the Armed Forces Supply Support Center on or about October 14, 1959. Our 
comments on GSA matters included in House Report 674, will be submitted to 
you as soon thereafter as we are able to review the recommendations of the 
‘Armed Forces Supply Support Center. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 





APPENDIX 1-J 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., November 21, 1959. 
Hon. Cuer HovuirF1ecp, 
Chairman, Military Operations Subcommittee of the Committee on Government 
Operations, House of Representatives, Washington, D.C. 


Dear Mr. CuarrMAN: This is in further reply to your letter of July 21, 1959, 
transmitting a copy of House Report 674 of your subcommittee. 

In our previous correspondence it was indicated that the General Services 
Administration was awaiting the report on management of general supplies by 
the Armed Forces Supply Support Center of the Department of Defense before 
commenting on GSA matters included in House Report 674. I trust that you 
and members of your subcommittee have now had an opportunity to review the 
AFSSC report. 

With particular reference to recommendation 11 in the report of your sub- 
committee, it is felt that the AFSSC recommendations deal quite completely 
with all the points mentioned. 

Your subcommittee report recommends that DOD make a renewed effort to 
establish satisfactory working relationships with GSA. On this point the AFSSC 
report states, on page 151 of volume 2, that the role of GSA in serving the military 
should be on a uniform basis with all of the military services. They recognize 
that the individual military services currently negotiate separately with GSA for 
supply support and that this uncoordinated, unilateral approach fosters un- 
necessary DOD/GSA duplication. We agree completely with this conclusion and 
with the necessity for uniform arrangements on a DOD level for service to Army, 
Navy, Air Force, and Marine Corps. 


55818 O—60——7 
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Your subcommittee report also recommends that uniform procedures be devel 
oped for military use of GSA supply facilities and resources. The AFSSC re rt 
recommends, on page 163 of volume 2, that the role of GSA in serving the military 
will be based upon the management principle of uniform DOD “item management 
coding.” This recommendation, which is dealt with at considerable length jn the 
AFSSC report, involves a comprehensive review of the entire general Supplies 
area by all military services in order to code all items in the area specifying (1) 
which should be retained under individual military departmental control, (2) 
which should be placed under consolidated defense supply management control 
(single manager), and (3) which items may be decontrolled for interservice go. 
quisition or from GSA or commercial sources as appropriate. 

It is our understanding that the coding of handtools, administrative and house. 
keeping supplies and equipment; hardware and abrasive commodity areas yj 
be accomplished during April, May, and June 1960. We assume that this wij 
result in an immediate increase in supply support in the quantities of items we 
now stock and a phased increase also in the range of items furnished. The ip. 
portance of the criteria and the correctness of application of such criteria to the 
coding of items in this area cannot be overemphasized. 

Your subcommittee report also recommends that the Secretary of Defeng 
determine whether all or part of the category of general supplies shall be made 
a commodity area for military single managership, or be assigned to the GSA for 
procurement and (possibly) distribution. With respect to this point, the AFSS¢ 
report provides for establishment of a single manager (Department of the Army) 
for handtools, administrative and housekeeping supplies and equipment com. 
modity areas. Also, there is provided a single manager (Department of the 
Navy) for industrial supplies which include hardware, abrasives and related items 
All items will be coded to determine those items which must be retained under 
military supply management and those items which are decontrolled for determi. 
nation by GSA as to the optimum means by which the military services can ob. 
tain these supplies most economically on the basis of overall Federal economy 
and in consideration with civilian agencies’ demands. Furthermore, those items 
decontrolled which are stocked by GSA stores depots will be mandatorily procured 
from GSA. 

We understand that single managers will be established January 1, 1960, and 
will become fully operational as soon as possible. Until such time as the coding 
of the items is completed, and conclusions reached as to which items will be de. 
controlled, GSA cannot estimate the effeet of these recommendations on its supply 
operations. However, AFSSC will develop a schedule for coding of items and 
will provide GSA with copies. We intend to maintain a close working relation- 
ship with military agencies and the DOD in order to follow the implementation of 
the AFSSC report. 

If your subcommittee desires any further information on this subject we will 
be pleased to furnish it. 

Sincerely yours, 
FRANKLIN FLoETE, Administrator. 


APPENDIX 1-K 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D.C., July 31, 1959. 
Hon. Cuer HOo.irievp, 
Chairman, Military Operations Subcommittee, 
House of Representatives 


Dear Mr. CuHarrRMAN: On behalf of the Secretary of the Army, receipt is 
acknowledged of your letter of July 21 in which you enclosed a copy of House 
Report No. 674, ‘Military Supply Management (Single Manager Agencies).” 

The Army staff is at present reviewing the report so that the Department of the 
Army will be in a position to submit its comments to the Secretary of Defense on 
this subject when requested to do so. 

Your thoughtfulness in sending a copy of this report to the Secretary is ap 
preciated. 

Sincerely, 
J. H. MIcHAEtts, 
Major General, GS, Chief of Legislative Liaison. 
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APPENDIX 1-L 


HEADQUARTERS, MILITARY SUBSISTENCE Suppty AGENCY, 
Chicago, Ill., July 27, 1959. 
Hon. CHET HOviFIELD, , 
Chairman, Military Ope rations Subcommittee, 
House of Representatives, Washington, D.C. 

Dear Mr. Houirievp: Thank y ou very much for your thoughtfulness in sending 
me & Copy of House Report No. 674, ‘Military Supply Management (Single 
Manager Agencies). I will read the report with great interest and, where ap- 
propriate comments are within my authority to make changes, will take appropriate 
a VN I looked forward with some anxiety to appearing before your com- 
mittee, I consider my appearance was a most interesting and important part of 
my recent military experience. I can honestly say that I enjoyed appearing as a 
witness before you and other members of y our committee 

If at any time this agency may do anything for you, please call upon us. 

Sincerely yours, 
HvuGuH MAcKINTOSH, 
Major General, USA, Executive Director. 


APPENDIx 1—-M 


EXxecuTIvE DIREcTOR, 
MiLirary MeEpIcAL Suppity AGENCY, 
Brooklyn, N.Y., July 31, 1959. 
Hon. Cnet HouiriEcp, 
Chairman, Military Operations Subcommittee, 
House of Representatives, Washington, D.C. 


My Dear Mr. Houirretp: Thank you very much for your kind letter of 
July 21 enclosing a copy of House Report No. 674, ‘Military Supply Manage- 
ment (Single Manager Agencies).’”’ It was awaiting me when I returned to my 
desk after a 2-week business trip to visit some of our military installations and 
major suppliers between New York and Chicago. 

The entire report was most interesting and informative, particularly your 
findings and recommendations concerning which I understand comments are 
now in the process of preparation 

Testifying before your committee was a new but not unpleasant experience for 
me and I was pleased by the opportunity afforded to tell you a little about the 
Military Medical Supply Agency and our unified approach toward fulfilling its 
mission. Your consideration was sincerely appreciated. 

With all good wishes, I am, 

Sincerely yours, 
W. L. KNICKERBOCKER, 
Rear Admiral, SC, USN. 


AppENDIx 1—N 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, July 31, 1959. 
Hon. Cuet HouiFiEe.p, 
Chiarman, Military Operations Subcommittee, 
House Committee on Government Operations, 
House Office Building, Washington, D.C. 


Dear Mr. Houwirietp: This will acknowledge your letter of July 21 enclosing 
acopy of House Report No. 674, ‘Military Supply Management (Single Manager 
Agencies),””, which was addressed to General Rawlings. General Rawlings retired 
from active duty in February of this year and is now living in Minnesota. As the 
present commander of the Air Materiel Command, I have taken the liberty of 
replying to your letter 

The hearings and the reports issued by your committee over the past few years 
have been of considerable interest to the Air Force and to me personally. I 
appreciate your forwarding the copy of the report on single Manager agencies 
and have asked General Bogart, the Director of Supply for the Air Materiel 











94 MILITARY SUPPLY MANAGEMENT 


Command, to review the recommendations of your committee very carefully 80 
that we may be in a position to discuss them with the appropriate personne] at 
Air Force Headquarters level. 

You may be assured that very careful consideration will be given to the recom. 
mendations as thev affect the operation of the Air Materiel Command. 

Sincerely yours, 
S. E. ANDERson, 
General, USAF, Commander. 


ApPpENDIx 1—O 


ComMITTEE OF HOOVER CoMMISSION 

Task Force Mempers, 
Washington, D.C., August 3, 1959, 
Hon. Cuet HO.irrEp, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D.C. 


My Dear Mr. Ho.tr1E.p: It has just been my pleasure to read the committee's 
“Report on Military Supply Management,” as approved by the full committee 
on July 15, and submitted to the Speaker. Having been active in several fields 
of the work of the Second Hoover Commission, including the chairmanship of the 
Transportation Subcommittee, and having been a member of the task force with 
respect to business organization of the Department of Defense, I had a particular 
interest in this report. It is, so far as I know, the first real analysis of the military 
supply system which has been made since the Hoover Commission completed its 
study. 

I commend you and your committee for an excellent report, thoughtfully 
prepared, and one which strongly points out on the one hand the limited progress 
to date, and on the other the magnitude of the opportunity which still remains to 
eliminate duplication and waste in this tremendous area. 

I am sure many copies of your excellent report are available in the Bureau of 
the Budget, but nevertheless I would suggest to you the appropriateness of sending 
a personal copy to Director Stans because of the personal interest he is currently 
taking in the subject. 

Cordially yours, 
P. M. SHOEMAKER, 


APPENDIX 1-P 


ComMMITTEE OF HooveR Commission TaskK Force MEMBERs, 
Washington, D.C., July 30, 1959. 
Mr. HERBERT RoBAcK, 
Staff Administrator, Military Operations Subcommittee, House Committee on 
Government Operations, Washington, D.C. 


Dear Hers: I appreciate your office’s getting me sufficient copies of the “Mili- 
tary Supply Management Report” so that I could send one to each of our com- 
mittee members. 

I would like to congratulate you on this report. It is, in my opinion, an excel- 
lent piece of work, well put together and points up fairly the limits of progress 
made toward integrating supply programs of the Department of Defense. 

This report should be helpful to the Defense Department officials in what we 
trust will be renewed and more meaningful efforts toward bringing about improve- 
ments in the organization and management of military supply functions and 
activities. 

Sincerely, 
Frank Upmann, Jr. 
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APPENDIX 1-Q 


: OF ER C 38 ; Force MEMBERS 
‘OMMITTEE OF HooveER COMMISSION TASK Force } + is 
. Washington, D.C., August 10, 1959. 
tT HoLIFIELD | 
even, Military Operations Subcommittee on Government Operations, House 
Office Building, Washington, D.C. | 
My Dear Mr. Ho.irre.p: I want to join with my associates of the Committee 
t the Hoover Commission Task Force Members in expressing our appreciation 
, d ncouragement as a result of your fine work with respect to military supply 
sanagemenit.. I have a copy of Mr. Shoemaker’s letter to you of August 3, with 
which I heartily agree. 
My most sincere best wishes. 
ially yours 
ae CuHARLEs R. Hook. 
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INTRODUCTION 
A. Origin of Study: 


Almost three years have passed since the Department of Defense Directives 
making the current commodity Single Manager assignments were published. Although 
the length of time required for implementation varied with the assignments, it may 
gafely be said that the Department of Defense has had about two years of actual 
operating experience with the Single Manager system. During this period, two 
comprehensive studies of the system have been made by the Department of Defense. 
The first of these wes conducted by direction of the Secretary of Defense under 
Phase I of the Logistics Systems Study Project. The second one was initiated at 
the request of the Military Departments and the Joint Chiefs of Staff, and is the 
current study. 

The results of the Logistics Systems Study Project were considered by many to 
be inconclusive with respect to the effectiveness and economy of the Single Manager 
system. As & result, the current study was initiated on 31 October 1958 for the 
primary purpose of determining whether Single Manager operations have proved to be 
effective and economical in peacetime and whether they possess the requisite 
mobilization readiness and wartime capabilities. 

B. Scope: 

The scope of the study was confined to the operations of present commodity 
Single Managers, at the wholesale level, in the Continental United States. The 
study was divided into two phases. Phase I was addressed to the effectiveness, 
economy, and efficiency of commodity Single Managers in normal peacetime operations. 


Phase II examined the mobilization readiness and wartime capabilities of the 


concept as exemplified by the present commodity Single Managers. 
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C. Purpose: 

The purposes of the Phase I study were: 

(1) To compile and codify available facts and data relating to the perform. 
ance of the Single Managers from the dates of their inception to date in order ty 
provide a basis for authoritative conclusions with respect to the efficiency, 
economy, and effectiveness of this concept in normal peacetime operations. 

(2) To expose for immediate correction, residual defects in Single Manager 
organizations and operations. 

The purposes of the Phase II study were: 

(1) To determine the mobilization base requirements of the system embraced 
by the Commodity Single Managers and to ascertain whether or not, on the basis of 
operations to date, these Single Managers possess the requisite mobilization 
readiness and a mobilization base expansible to meet wartime requirements. 

(2) To determine the requisite characteristics of a wartime supply systen 
and to analyze present Single Managers' plans and organizations to determine the 
extent to which they possess or are capable of attaining these characteristics. 

D. Organization: 

A Survey Steff consisting of five teams composed of representatives of the four 
Military Services, the OSD, and the Joint Staff, J.C.S., and the Armed Forces Supply 
Support Center was organized to undertake the study. The composition of the Survey 
Steff is indicated at Appendix A. 

E. Conduct of the Study: 
A joint study plan developed by the Joint Staff, J.C.S., and the OASD(S&L) was 


approved by the Materiel Secretaries on 31 October 1958. 


Appe 


leve 
and 
sUupP 


requ 
mjo 


isis 5 & 


its 


nizi 


E 





rforn- 


Mer to 


cy, 


Asis of 


sten 
ne the 


tics. 


. four 


} was 


MILITARY SUPPLY MANAGEMENT 1O1 


The Phase I teams developed statistical formats, questionnaires, and check-lists 
to gaide their analysis, and undertook research at the field installations indicated at 
Appendix B. Statistics from departmental, Single Manager agency’; depot, and customer 
levels were assembled and analyzed. The research products of prior studies were reviewed 
ani up-dated . Interviews, briefings, presentations, and conferences were conducted to 
supplement the research effort. 

Toe Phase II staff initially developed tentative criteria incorporating the 
requisite characteristics of the wartime supply system, and reviewed these with selected 
mjor commnds and departmental and field logistical authorities. These criteria were 
then finalized and became the basis for check-lists and questionnaires which were used 
to guide the study effort which involved numerous conferences at the field installations 
indicated at Appendix B. Conferences, briefings, presentations, and interviews were 
held at 7 major command headquarters, at each Single Manager agency, at 5 depots, 2 ports, 
and 13 Inventory Control Points. Findings were checked against data collected from 
nmerous service Inventory Control Points. 

The Survey Staff for this study was confronted with an almost impossible task in 
its attempts to obtain complete factual data upon which to base its conclusions. Recog- 
nizing that no amount of time would correct the dearth of factual statistics and 
historical data regarding peacetime operations prior to the advent of the Single Manager 
system, the Staff used reconstructed, factored, or adjusted data when it was necessary 
to fill gape caused by the lack of strictly factual data. Similar difficulties were 
encountered by the Staff in its attempts to evaluate the wartime capabilities of a new 
system conceived in peacetime and untried in war. Although many approaches could be 
taken toward accomplishment of this mission, all of them would have encountered similar 


difficulties and would have been subject to challenge. 
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In order to provide a basis of valid comparisons, the Staff has adjusted some of 
the cost data to exclude distortions arising from such extraneous influences ag changes 
in pay scales, and changes in freight rates which occurred during the period under 
analysis. 

F. The Setting: 

In order that Single Manager operations may be viewed in proper perspective, the 

magnitude of Single Manager procurement, sales, and inventory data are compared with 


total progrem figures below for FY 1956.2/ 


Total DOD 8 r $m 
(Im Millions of Dollars) (In Millions of Dollars) 


Procurement $17,900 $1,971 ug 
(Includes POL) 

Sales (Net) 8,600 1,035 124 
(Excludes POL) 

Inventory 48 ,000 2,360 % 
(Excludes POL) 


In order to appraise the impact of changes in workload on Single Manager operation 
during the period under analysis, the following troop strength and sales data should & 
ccnsttenen2/ 


Total Active Forces Single Manager Sales 
Military Personnel C&T MED SUB TOTAL 
(In Millions of Dollars) ~— 
30 Jun 1957 2,793,000 329 69 732 1,130 
30 Jun 1958 2,600,000 o7h 63 698 1,035 
30 Jun 1959 (est) 2,525,000 334 75 Tu 1,12 


1/ Procurement figures are based on Budget of U. S. Government data and Petroleum dats 
from Petroleum Status Report, DD 531. DOD Sales and Inventory figures are frm 
DD 1138, Rpt of Status of Supply Inventories. SM Sales and Inventory figures are 
from Rpt to the President, Working Capital Funds, 30 June 1958. 


2/ Sources: FY 1957 Budget of the U. 8. Government FY 1959 
FY 1958 Report to President, Working Capital Funds, 30 Jun 1958 
FY 1959 OASD(Comptroller) 
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It will be noted that whereas supported troop strength declined moderately, 
gales remained relatively constant. 
Ge Recommendations: 

A compilation of the recommendations of the several survey teams accompanies 
this report as Appendix C. These recommendations, which are not necessarily endorsed 
py the Review Panel, will be the subject of separate action. 


PART I - EVALUATION OF EFFECTIVENESS, ECONOMY AND EFFICIENCY 


A. Present Commodity Single Managers: 
1. The Single Manager for Subsistence 


By Department of Defense Directive 5160.11 dated 4 Nov 1955, and amended 
3 May 1956, Subject: "Single Manager Commodity Assignment for Subsistence," the 
Secretary of the Army was designated as Single Manager. The Military Subsistence 
Supply Agency (MSSA), was activated on 5 Nov 1956 in Chicago, Illinois, and commenced 
actual operations on 1 April 1956. The agency is commanded presently by Mejor General 
Hugh Mackintosh, and is under the management control of the Quartermaster General. 
2. The S e r for Cloth & Textiles 
By Department of Defense Directive 5160.15 dated & May 1956, Subject: "Single 
Manager Assignment for Clothing and Textiles,” the Secretary of the Army was designated 
as Single Manager. The Military Clothing and Textile Supply Agency (MC&MSA), activated 
in Philadelphia, Pennsylvania, on 1 July 1956 and commanded by Major General Webster 
Anderson, is the operating agency. The MC&TSA is under the management control of the 
Quartermaster General. 
3. The Single Manager for Medical Material 
By Department of Defense Directive 5160.16 dated 4 May 1956, Subject: "Single 


Manager Assignment for Medical Material," the Secretary of the Navy was designated as 
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Single Manager. The Military Medical Supply Agency (MMSA), activated in Brooklyn, 
New York, on 1 January 1957 and commanded by Rear Admiral W. L. Knickerbocker, ig the 
operating agency. The agency operates under the management control of the Bureay od 
Supplies and Accounts, is under the technical control of the Bureau of Medicine ang 
Surgery, and through the Bureau, the Armed Services Medical Coordinating Comittee 
composed of representatives of the three Surgeons Generel.» 
4, The Single Manager for Petroleum 
By Department of Defense Directive 5160.18 dated 24 July 1956, Subject: 
"Single Manager Assignment for Petroleum,” the Secretary of the Navy was designateg 
as the Single Manager. The Military Petroleum Supply Agency (MPSA), activated in 
Washington, D. C., on 7 January 1957 and commanded by Rear Admiral 0. Lattu, is the 
operating agency. The agency operates under the management control of the Bureau of 
Supplies and Accounts. 
B. Supply Effectiveness: (Performance in Filling Requisitions on Time) 
1. Mili Subsistence Su c 
Reports of the agency, as well as those of its customers, indicate that 
subsistence supply support is highly effective. Agency reports indicate an effective. 
ness rate of 964. This is confirmed by a sampling of customer reports which also 
indicate effectiveness of over 90%. Customer satisfaction is exceptionally high, 
2. Mili Cloth & Textile Sw c 
Agency records for the period ending June 1958 indicate an effectiveness rate 
of 90%. It should be observed that this measurement of effectiveness excludes back 
orders and is an index only of effectiveness in supplying those items available in 
the system. 
From the viewpoint of the customer, who measures effectiveness against 


demand rather than availability, MC&TSA's record was mich less favorable. 


eg RE 


acti 





a, 
8 the 


a of 


Au of 


MILITARY SUPPLY MANAGEMENT 105 


Considering supply failures arising from the large number of back orders 
inherited by the agency, from faulty requirements and specifications, and from 
contractor default, all matters largely beyond agency control, it is concluded that 
agency reports of effectiveness presented a more favorable record than was warranted 
on the basis of the facts. Conversely, it is concluded that the sample of customer 
reports vhich everaged about 59%, probably presented a less favorable portrayal of 
stfectivensss than vas warranted. 

— The DOD Quarterly Report is considered to be the most realistic indication 
of true present effectiveness. This report disclosed effectiveness rates of 70% as of 
31 October 1958 and 85% as of 31 December 1958, approaching the quality of performance 
attained by other Single Managers. These figures include back orders. 

The evident improvement in effectiveness is borne out by an analysis of the 
agency's back order position. The inherited backlog of over 40,000 back orders had 
been reduced by 31 October to 12,800. 

It is concluded that the major problems which plagued the agency during its 
formative period, and which marred its supply effectiveness performance, have now been 
substantially overcome. Supply effectiveness is now regarded as acceptable and 
steadily improving. 

3. Military Medical Supply Agency 

Data gathered from the wholesale depots, which is corroborated by the customer 
activities, discloses that supply effectiveness and support rendered by the MMSA is 
excellent. The effectiveness of the wholesale system for 1958 averaged 96.8%. This 
qality of service was maintained irrespective of which service operated the depot. As 
of 30 September 1958, only 11 items, or 0.12% of the items normally carried in stock, 


vere out of stock or not in stock in sufficient quantity to meet total demand. 
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SUPPLY EFFECTIVENESS 


% SUPPLIED ON TIME 
1958 DATA 
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These comparisons are for the sole purpose of expressing Single Manager performance in relation to other 
selected service-managed commodities. The General Supplies commodities were selected because they more 
nearly approach comparability with the various Single Manager commodities than do other commodity 
groupings in the military supply systems. It must be recognized, however, that there are vast differences 
among the services in the range and camplexity of the commodity groupings upon which the above data are 
predicated. (Army 8384 general housekeeping items, Navy 68940 items, Marine Corps 56000 items, Air Force 
85630 items). For this reason, inferences should not be drawn from these data regarding relative 
efficiency of the services. 
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h. Mili Petroleum Su Cc 
The petroleum supply system of the Department of Defense, which embraces the 
operations of the Single Manager as well as the service supply systems, provides a high 
degree of supply effectiveness, approaching 100%. Customer satisfaction is high. 
5. Summary: Supply Effectiveness 
Considered in the aggregate, supply effectiveness of the Single Manager systems 
compares favorably with the service-managed commodity systems examined and with pre- 
Single Manager operations in the same commodities. Although the MC&#ISA has demonstrated 
considerable improvement in supply effectiveness, at the time of this study it had not 


yet attained the level of effectiveness demonstrated by the other commodity Single 





Managers largely because of Problems inherited by the agency. 
C. Stock Status: 
1. Mili Subsistence Su e 
As of 30 June 1956, MSSA owned stocks valued at $102.3 million and had 
$72.8 million on order. On 30 June 1958, MSSA owned stocks valued at $96 million and 
had only $61.8 million on order, a reduction of assets of $17.3 million, or 10% over 
a period when sales had decreased only by 4.6%. Meanwhile, Navy retail assets 


decreased $20.7 million of which only $2.6 million was accounted for by capitalization 





by the Single Manager, or a net decrease over the two year period of 19%. The Air 


‘ Force retail peacetime operating stocks increased by $6,300,000, but this is associ- 


ated with the addition of new sales commissaries during the period. The indicated 
increase of $25 million in Air Force on-order position arises from an approved increase 


in requisitioning objectives which would have occurred irrespective of the Single 


Manager assignment. Even with the inclusion of the offsetting Air Force recoupment 





of on-order position the net change in Department of Defense assets over the period 


55818 O—60——_8 
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was a decrease of $5.1 million. Inventory turnover rates for perishable subsistence 
increased from 8.87 in FY 1956 to 13.47 in FY 1958; for nonperishable subsistence 
the corresponding increase was from 1.3 to 2.3 times per year. 
2. Military Clothing & Textile Supply Agency 

The MC&TSA commenced operations with $1,284,000,000 worth of Army stock, 
After capitalization of other service inventories as of 30 September 1958, the 
inventory figure stood at $1,798,000,000. Although there has been no significant 
reduction of inventory, obligations during FY 1958 were 11% below FY 1958 sales 
indicating a trend toward stock reduction through attrition. Seven hundred thirty-on 
(731) million dollars of this inventory is applicable to mobilization reserve require. 
ments. However, this does not represent a stratification against requirements computed 


on the basis of the latest J:C.S. guidance. Such a stratification is now in process, 


teens 





3. Military Medical Su nc 
Inventory on hand decreased from $313.7 million upon full capitalization to 
$305.6 million as of September 1958. At the same time, the amount of material 
applicable against mobilization reserve requirements increased from $168.56 million 
to $234.38 million. The inventory turnover rate for FY 1958 calculated against peace. 
time operating stock was 4.91. Im sustaining this turnover rate, some draw-dow of 
mobilization reserve stock occurred. 
4. Military Petroleum Supply Agency 
As of 30 September 1957, petroleum inventory stood at $555,572,000, of which 
$327,844,000 was classified as mobilization reserve. By 30 September 1958, inventories 


had been reduced to $487,427,000, of which $310,946,000 was mobilization reserve 
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ence peacetime operating stocks averaged 64 days as of 30 September 1957 and 50 days as of 
e 30 September 1958. Operating stocks were being turned over at the rate of 8 times per 
year. Sales for FY 1958 amounted to $1,285,555,000 dominated by Air Force sales. 
5. Summary: Stock Status 
sk, Although Single Manager wholesale inventories have been augmented by repetitive 


capitalization during the period under analysis, there has been a slight net reduction 


at in wholesale inventories. However, the excess of sales over procurement amounted to 
$87.6 million. 

rty-one D. Procurement: 

quire. 1. Military Subsistence Supply Agency 

computed Prior to the Single Manager assignment, the Quartermaster Market Center 

ocess, system accomplished central procurement of nonperishables for all services in accord- 


ance with a Single Department Purchase Assignment, under the terms of which the Navy 
ion to and Marine Corps administered contracts consummated for them by the Army. The Market 


Center system also procured perishable subsistence on a decentralized basis for all 


Lica services. Hence, the methods of subsistence procurement were not altered substantially 
peace. by the creation of the Single Manager. 
n of About 98% of the procurement contracts are of the competitive negotiated, 


fixed-price type. Open-end contracts are used for brand name subsistence for resale. 


The procurement delinquency rate has been reduced to a negligible figure. Administrative 


f which leadtimes are relatively low, and have remained unchanged since the advent of the 
entories Single Manager. Indicated reduction in inspection costs, applied to the FY 1959 
e 


procurement program, amounts to about $800,000. Additional economies have been effected 
by increased carlot procurement shipment, increased vendor shipments to ports, and 


standardization of packaging. 
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MSSA now computes the retail requirements for perishable subsistence which 
represents the major portion of subsistence procurement. The Survey Staff reaffirnes 
the Legistics Systems Study Project Team recommendation that the Executive Director 
should also compute retail requirements for nonperishables. 

2. Mili Cloth & Textile Su enc 

The MC&TSA has made very commendable progress in reduction of the Procurement 
delinquency rate which has been high historically in the industry with which the agency 
deals. Upon establishment, 45% of active contracts were delinquent. For FY 1958, the 
delinquency rate had been reduced to 22%. 

Between the time of establishment and the end of FY 1958, average administratiy 
leadtime on procurement, measured from the date of procurement requests to the avard of 
the first contracts, has been reduced from 93 to 70 days. Through the consolidation of 
inspection and test facilities under the Single Manager, costs have been reduced by ove 
$14 million a year. 

The procurement operations of MC&TSA have been complicated during the formtiy 
period by the unreliability of requirements forecasts which have been generally over- 
stated. Up to the present time, the agency has not had a sound basis for evaluating 
the validity of departmental farecasts because of distortions in the demand data 
accumulated during the initial period. As demand data becomes more reliable and the 
automatic data processing capability becomes fully operational, the agency will be able 
to fulfill its stated policy of evaluating requirements forecasts which appear suspect. 

3. Military Medical Supply Agency 

The procurement of military medical supplies has been consolidated for almost 

ll years, the Single Manager assignment having been preceded by a coordinated procure- 


ment arrangement. The MMSA has been successful in reducing administrative leadtime in 
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procurement from 60 days at time of establishment to 45 days at present. The procure- 
gent delinquency rate as of 30 June 1958 was 20%. A corresponding figure to indicate 
the rate of the predecessor procurement agency could not be obtained. Inspection costs 
ynder the Single Manager assignment are slightly higher than those incurred by the 
predecessor agency. 

Although there is evidence that prices paid by MMSA are less than those paid 
by GSA and the consumer, when buying the same items locally, the feasibility of 
designating more items for local procurement should be studied in view of the number 
of low dollar value and low quantity items in the system. 

MMSA computes service peacetime requirements on the basis of demand data. 

4. Mili Petroleum c 

The Military Services have successfully handled the procurement of petroleum 

products needs through coordinated arrangements for many years. Under the MPSA, it 


appears the coordinated procurement of this vital commodity is handled in a manner 
— 





satisfactory to all of the Military Services. 
oa In FY 1958, the MPSA procured $1,194,000,000 worth of POL products. Procure- 
nent is by competitive bidding or negotiation. All services have commented favorably 
on the agency's guecurenant effectiveness. It is evident that substantial economies 
accrue from the coordinated management of this huge procurement program. 

5. Summary: Procurement 

Although the Executive Directors have made notable improvements in procurement 

processing time and procurement delinquency retes, not all have yet attained a 


sufficient capability for evaluating requirements based on demand data. None are 
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sufficiently aware of the assumptions and bases upon which mobilization requirements 
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PROCUREMENT PROCESSING TIME 


MEGA 


No 


Reduction 


Now 


Reduction 





1. Mili Subsistence Sw enc 
Storage locations in the Continental United States for wholesale stocks of 


subsistence have been reduced since the advent of the Single Manegér plan from_29 to 8, 


This contraction in the distribution system should have resulted in a substantial red. 


‘ 


tion in eccupied storage space. Although there has been some reduction in Single Manag: 


storage costs, the amount of space occupied by subsistence has increased in the face of 


declining tonnage on hand. It is evident that the potential for economies associated 





ei 


with reductions in inventory has not been fully exploited. Discounting vacant space 
associated with seasonal variations ef annual pack requirements, rates of utilization 
of storage space are unacceptably low indicating the need for corrective action. 
Allocations of space to depots having a subsistence mission are inconsistent with tom 


requirements forecasted by MSSA. 
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The present system of space reporting does not give an accurate measure of 
utilization of refrigerated warehousing. A more effective method of reporting and 
evaluating information for refrigerated warehousing should be established and implemented. 
Aside from the relatively poor utilization of storage space, the Military 


Services are performing the functions for the agency in an excellent manner. 
2. Military Clothing & Textile Supply Agency 

Prior to the advent of the Single Manager, clothing was distributed by the four 
Militery Services through a network of 58 distribution points. The Single Manager is in 
the process of adjusting to a streamlined distribution system involving 12 wholesale 
distribution points. As of 1 January 1959, the number of wholesale storage points had 
peen reduced to 31. Attainment of the objective of 12 distribution points is projected 
fapeee tine. otter > January 1960. By streamlining its distribution system, the agency 
thus far has reduced covered storage space by 3.8 million sq. ft. at an estimated 
savings of about $2 million a year. 

3. Military Medical Supply Agency 

Prior to the establishment of MMSA, the three Services operated 19 wholesale 
stock points. Under these separate supply systems, there was an overlapping of logistic 
support areas and consequent cross-hauling of material, particularly in the eastern half 
of the United States. Under the MMSA distribution plan, seven wholesale storage points 
have been abandoned. At the remaining 12 wholesale depots, a total of 3,'31,133 sq. ft. 
of storage space is assigned to MMSA of which 95% is occupied. This represents an 
improvement in space utilization over the ratio between assigned and occupied storage 
space of 77%, which prevailed upon establishment of the Single Manager. The storage 
space utilization of MMSA meets Department of Defense standards, and has been improving 


steadily since full capitalization was attained on 30 June 1957. Under the MMSA 
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distribution plan, 764,000 sq. ft. of storage space has been made available for other 
uses, and back-hauls and cross-hauls have diminished significantly. 
4, Mili Petroleum Su Cc 

Under the Single Manager assignment for petroleum the MPSA is responsible for 
coordinating the petroleum distribution systems for the Department of Defense, COording. 
ting the program for the positioning of mobilization reserve and operating stocks, ang 
reviewing storage requirements and recommending assignment of bulk storage construction 
contracts or commercial storage service. The Single Manager agency does not own or 
manage the distribution of wholesale inventories. Within the Continental United states, 
the Military Services rely heavily upon commercial distribution systems for bulk 
petroleum products. The agency has not fully implemented its responsibilities for 
coordination of storage and distribution. For example, potential savings arising frm 
the coordination of bulk POL shipments by barge and tanker and coast«wise movement 
cannot be fully realized until all coast-wise movements are coordinated by MPSA. At 
present, the Air Force arranges its own barge shipments without reference to the agen, 

Although the MPSA does not control storage and distribution, it is able to 
influence these functions by coordinating tanker movements and by entering into contra. . 
tu&l service for commercial storage. The depot functions with respect to packaged 
petroleum products are relatively minor in magnitude. 

5. Summary: Storage Space Utilization 

Under the Single Manager plan, there has been a marked streamlining of comoiit; 
distribution systems which has permitted withdrawal of Single Manager wholesale stocks 
from a total of 55 storage locations. In the process, there has been e savings of 


4 million sq. ft. of covered space at an estimated savings of $2.1 million per year. 
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MMA MC&TSA 

764,000 sq. ft. 3, 800,000 

Net Space Reduction 4.1 Million sq. ft. 
Estimated Annual Saving $2.1 Million 
Scheduled for Future Reductions 300,000 sq. ft. 


* Increase 


F. Item Reduction and Standardization: 
1. Mili Subsistence enc 
The MSSA commenced operations with 1534 items of FSC Group 89. On 20 November 
1957, 927 items including 301 new items were standardized. Subsequent formal standardi- 
gation actions reduced the total from 927 to 915. The number of items common to all 


Military Services has increased from 448 to 798. Although the total number of items 


bas increased from 1534 on 31 March 1956 to 1871 on 30 September 1958, owing to the 


introduction of new standard items, a reduction to 1400 items is forecasted when stocks 
of superseded items are exhausted. This reduction should be consummated by 30 June 1959. 
A single Department of Defense catalog covering FSC Group 89 has been published. 
2, Military Clothing & Textile Supply Agency 

Since the initial capitalization of MC&TSA, approximately 4,000 additional 
items have entered the system. Of these, 496 were new items standardized and 3452 were 
additional items captiealized. Offsetting this, approximately 2,000 have been eliminated 
and another 11,000 nonstandard items have been identified and are in the process of 


being eliminated in coordination with the Military Services. The total mumber now 
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managed by MC&TSA is 34,820. Cemmonality has increased from 14 upon establishment 


to about 20% at present. 


In the judgement of the agency, there is relatively little 


potential remaining for increasing the percentage of camonality of items. Emphasis 


is now being placed on the standardization of parts, patterns, and specifications to 


achieve maximum economies in production and supply. 


3- Military Medical Supply Agency 


Through the deletion of obsolete items and stringent control over the entry 


of new items, MMSA has been able to achieve an item reduction of 18.44 bringing the 


total from 11,585 to 9,470. Although 1,545 of the items eliminated were repair parts 


found to be duplicated in other supply systems, an additional 552 items are in the 


process of being transferred or deleted. 


longer procured, and will be deleted when stocks are exhausted. 


Four hundred sixty-seven (467) items are no 


A single Department 


of Defense catalog for medical supplies is in being, and is in the process of being 


republished on a modernized format. 


4, Military Petroleum Supply Agency 


The number of petroleum items in the system has been reduced from 1853 itens 


Publication is expected to be completed in FY 1%, 


on 1 Jamuary 1957 to 1302 items as of 1 January 1959, a reduction of about 30%. 


An FSC section covering petroleum, petroleum-based products and related 


material has been completed and distributed for use at all levels in supply operations. 


This catalog reflects standardization, degree of commonality, and individual service 


supply management data. 


5. Summary: 


Item Reduction and Standardization 


The implementation of the Single Manager concept has contributed to item 


reduction, standardization, inventory purification, and utilization of Federal 


cataloging date. 


Net item reduction as of 30 September 1958 was 3,741. 


In addition, 
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single Department of Defense Subsistence, Petroleum and Medical Catalogs have been 
developed for use at both wholesale and retail levels. A single Clothing & Textile 
Catalog is under development for use by requisitioning agencies. Commonality is 
increasing in most commodities; however, due to the distinctiveness of service 
uniforms and insignia the MC&TSA will probably never achieve as high a percentage 
of identical items as the other Single Manager commodity areas. 
G. Customer Reaction: 

1. Mii Subsistence Su enc 

Reactions were obtained from customers constituting 25% of the Single 

Manager dollar sales in the Continental United States. In addition, the oversea 
supply activities at New York, San Francisco, and New Orleans were queried. These 
latter activities processed oversea requisitions accounting for $260 million worth 
of sales in FY 1958. Customers considered Single Manager supply just as good or 
better than service rendered by other supply systems or by the service-managed supply 
systems preceding Single Manager operations. The majority found routine service as 
fast or faster than previous service. Supply effectiveness was superior to the 
service rendered on general supply items from the selected service-managed systems 
examined. The majority of customers indicated no significant change in the amount 
of paperwork and no increase in station supply levels. 

2. Military Clothing & Textile Supply Agency 

Although the majority of customers indicate that service by the MC&TSA was 

just as good as pre-Single Manager or other commodity supply services, there was 


considerable criticism of performance in the past. It is evident that supply effective- 
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ness has been spotty. A primary difficulty is the excessive time required for 
replenishment when stocks of an item become depleted. 

Generally, the Single Manager concept has enabled the services to operate 
‘on the seme or lower levels of inventory. Customers were unanimously satisfied with 
the condition and quality of the Single Manager supplied material, and generally 
were satisfied with local purchase policies. 

Customers accustomed to mechanized requisitioning procedures were dis- 
satisfied with the increased paperwork requirements imposed by MC&ISA mamal 
requisitioning procedures. In this connection, it is observed that MC&ITSA plans to 
introduce mechanized card procedures during the latter part of 1959. Customers 
indicate that reporting requirements with respect to inventory control have decrease; 
or have not changed appreciably since the advent of the Single Manager systen. 
However, from the customer's viewpoint, paperwork involved in accounting and financis) 
reports have increased. Nevertheless, the majority of the customers reported no net 
change in personnel requirements due to changes in paperwork. 

Most customers reported that the agency's response to requests for assistan: 
had been satisfactory but that there were some adverse reports based on inadequate 
replies to routine correspondence and lack of follow-up on over-due requisitions. 

It is concluded that from the customer's viewpoint the Clothing & Textile 
Single Managership is now operating acceptably after considerable difficulties 
during the formative period. 

3. Military Medical Supply Agency 

The consensus of 30 customers queried was that support being received fron 

the Single Manager for medical material is satisfactory, is just as good or better 


than service received prior to the advent of the Single Manager and that no major 
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problems are associated with peacetime support ef customer activities by the 
Single Manager for medical material. The average order and shipping time is new 
generally less for medical supplies than fermerly for service medical systems or 
under present systems for general supplies. Customers confirm that supply effective- 
ness of the Single Manager is exceptionally high and that back-order rates are 
ynusually low. Customers found the lecal purchase pelicy satisfactory. Half of the 
customers found that paperwork requirements had increased. 
4, Military Petroleum Supply Agency 

Reactions from 28 customers indicate that service is just as good as pre- 
Single Mamager supply service, that there has been no significant change in stock 
levels, that the condition of material received is generally good, and that local 
purchase policy is satisfactory. Customers found there had been no change in report- 
ing or accounting, and that customer personnel requirements had remained unchanged. 

5. Summary: Customer Reaction 

Customer reactions were solicited from over 100 consuming activities. These 
reactions generally confirmed reports from the departments, the Single Manager agencies, 
and the supporting depots. Customers generally found Subsistence, Medical, and 
Petroleum support to be excellent. Although the majority of customers regarded Clothing 
& Textiles support satisfactory, the service did not meet the Single Manager standard 
set by the other agencies. The criticisms of clothing support are understandable, if 
the problems encountered by MC&ISA during ite formative period are considered. The 
mijor factors which have obstructed the attainment of greater customer satisfaction 
by the agency arose from the unsatisfactory situation it assumed from the services 
vithout adequate time for preparation. This was subsequently compounded during the 


formative period by unsound requirements forecasts, faulty specifications, and 
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burdensome procedures. 


H. Analysis of Costs: 
1. Military Subsistence Supply Agency 


A cost analysis of the subsistence operations disclosed that during the 
period under scrutiny, the number of personnel devoted to subsistence supply hag deen 
reduced by an estimated 387, making possible an annual savings of $1,991,000 a year. 
Single Manager storage costs have been reduced by an estimated $361,000. Transportati 
costs for all Military Services have been reduced by an estimated $625,000. Projection 
of reduced inspection costs indicate a reduction of $805,000 a year. Through increases 
carlot purchase and shipments, increased direct vendor shipments to ports, through 
standardization of packaging, and the use of Government-owned storage and out loading 
facilities at Cheatham Annex, it is estimated that additional savings at the rate 
of $2,452,000 per year have been realized. 

2. Military Clothing & Textile Supply Agency 

An analysis of costs of the operation of the MC&ISA shows that prior to 
establishment of the agency, the four Military Services used 1727 personnel in the 
inventory control point functions now performed by the agency with 1618 personnel. 
This reduction of 109 personnel represents an estimated savings of $700,000. 

The change-over from service to Single Manager operations in the wholesale 
distribution systems resulted in increases, some of which are temporary, in the Amy 
and Navy systems amounting to sbout 465 personnel at a cost of $2,325,000. ‘These 
increases were partially offset by decreases in the Air Force and Marine Corps depot 
systems of 300 personnel leaving a net increase in personnel devoted to wholesale 
distribution of 165 persons at an annual cost of $758,000. 

Prior to the inception of the Single Manager plan, inspection for the Amy 


and Air Force was performed in 1) facilities at a cost of $5.3 million. In addition, 
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the Navy incurred some costs which cannot be isolated because their clothing and 
textile inspection was integrated with the inspection of other commodities. The 
Single Manager accomplishes inspection for all services in eight facilities at a 
cost of $3.8 million - # reduction of at least $14 million. Wholesale storage space 
has been reduced by 3.6 million sq. ft. at an estimated savings of about $2 million 
a year. 
3. Military Medical Supply Agency 
The cost of inspection and testing laboratories under the MMSA is approximately 
$25,000 greater per year than before establishment of the Single Manager. There has 
peen a substantial reduction in inventory control personnel which permits an annual 
savings of $594,000.. Depot personnel supporting the Single Mamager have been reduced 
by 173, yielding an estimated annual savings of $865,000. 
4, Military Petroleum Supply Agency 
The operating cost of MPSA was $1,026,187 or 0.1% of the total value of the 
agency's procurement. In addition, the Petroleum Offices of the Army, Navy and Air 
Force were operating at a cost of $1,181,654. Comparative cost data were not available. 
5. Summary: Cost Analysis 
Perhaps the greatest econamies arising from the Single Manager plan are 
those associated with the elimination of concurrent buying and selling and the reduction 
of cross-hauls and back-hauls through integrated distribution operations. Although 
these economies are not precisely measurable, it is evident that they have occurred. 
During the initial phases of the Single Manager operations, they may have been 
partially offset by expenses related to the adjustment to new distribution patterns, 


but these economies should be available in the future on a continuing basis. 
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By aggregating identifiable net annual savings disclosed in the various 
functional analyses and diminishing this figure to eliminate duplicationl, it appears 
that net annual dollar savings of about $6,323,130 are being effected in the 
Commodity Single Manager systems. To a considerable extent, these are imputed 
rather than in-pocket savings arising from net payroll reductions of 602 personnel, 
a net savings in covered storage space of 4,124,000 sq. ft., and from econamies 
associated with increased carlot procurement and shipment, reduced inspection costs 
and more economical arrangements for the handling of perishable subsistence. The 
indicated total inventory draw-down to date is $87.6 million. Obviously, it is 
impossible to assess precisely the extent to which these savings are directly 
derived from the Single Manager concept as compared to other improvement programs. 
This study merely assets that these savings were made, and that they occured 


in systems supervised by Single Managers. 


SUMMARY OF IDENTIFIABLE SAVINGS 


$ 3,383,000 


Bulk Procurement & Transportation pe es 2,452,000 


Inspection (Excluding Payroll). aves ai 343,650 


$ 8, 323,130 





1/ Inspection savings are considered to be heavily weighted with payroll reductions and 
have been substantially discounted. 
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PART II - EVALUATION OF THE MOBILIZATION READINESS & WARTIME CAPABILITIES 


A Requisite Characteristics of Wartime Supply Systems: 


In order to assess the mobilization readiness and wartime capability of the 
commodity Single Managers, their operations were analyzed against criteria, specifically 
developed for this study, which were considered to represent the requisite character- 
istics of a wartime supply system, to ascertain the extent to which they possessed or 
were capable of attaining these characteristics. 

The staff considered requisite characteristics of a wartime supply system to be: 

(1) Current approved mobilization and emergency plans, in support 
of Joint and Service War Plans, which provide for expansion or adjustment 
of organization, personnel and facilities to assure continuity of operations 
and accomplishment of assigned missions. 

(2) Access to a logistics communications network, which provides a means 
of timely interchange of information within the system, and between it and the 
activities supported. 

(3) A management organization incorporating adequate command control, 

supply management skill, technical competence, sensitivity to user demands, 
| and liaison with other commands to provide effective support. 

(4) Accurate and timely supply intelligence for planning, requirements 
computation, budgeting, procurement, inventory management, storage and 
distribution. 

(5) Capability for rapid requirements determination and procurement to 
meet mobilization and wartime demands. 

— (6) Capability for timely and effective distribution and redistribution 
of assets to meet mobilization and wartime demands, based on military 


operational priorities. 
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(7) Balanced ready-for-issue stocks located in dispersed 
distribution areas, to assure rapid response to anticipated mobilization 
and wartime demands. 

(8) Capability for rapid accumulation, analysis, and dissemination 

of system-wide inventory data. 

(9) Current selective industrial mobilization plans to assure prompt 
acquisition of critical items from planned suppliers. 

(10) Capability for rapid conversion from peacetime to wartime operations, 
including direct and simple procedures for requisitioning, purchasing, 
inspection, issuing, financing and accounting. 

(11) Capability to implement established priorities and allocations. 

B. Planning: 

Each Executive Director has developed mobilization and emergency plans in Qccordany 
with directives from higher authority. These plans have been approved and are incluis 
in departmental plans. However, mobilization plans for the MPSA based on current 
guidance had not been published at the time of this survey. 

Plans provide for alternate headquarters, for successors to Executive Directors a 
for trained personnel at alternate sites. Sites contain adequate and current records, 
There are adequate accounting facilities at all alternate sites except the medical site, 


Single Manager agencies are aware of the strategic vulnerability of their storage 


locations but have not been informed of the probability of attack for particular locatia’ 


There is a need to inform Single Manager agencies as to information contained in 
vulnerability studies regarding the probability of attack damage. 

There is a need for full interchange of information within the Single Manager syste 
and between the Single Manager agencies and major supported commands as to relocation 
sites and alternate headquarters, so that the supply process in an emergency will not » 


hampered by a lack of such basic information. 
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There is a need for additional service mobilization planning data to be furnished 
the Single Manager agencies so that the agency's plans will be fully responsive to 
service plans. 

There is no damage reporting procedure whereby storage locations report stock 
availability direct to the Executive Director. 

Industrial mobilization planning by the Single Manager agencies (except MPSA) is 
pased on DOD directive and departmental implementing instructions. Mobilization planning 
for petroleum is the responsibility of the Petroleum Logistics Division, OASD (S&L). 
Single Manager industrial mobilization planning efforts are consistent with DOD directives, 
integrated with current procurement operations and carried out on a priority basis. 
Planning equals or surpasses that of other inventory control points. To the extent that 
{ndustrial capability remains available during mobilization and at post-attack period, 
this planning would insure a source of critical items. 

In petroleum there must be close coordination of mobilization plans between the 
Petroleum Logistics Division, OASD (S&L) and the MPSA with each organization assigned 
specific tasks to perform. Applicable portions of the coordinated military-civilian 
industrial mobilization plans for petroleum should be distributed to alternate locations 
and service retail offices. This would insure that demands during wartime would not 
disrupt or confuse Government plans or commitments. 

C, Requirements: 

The Executive Directors are supplied, on an annual basis, with phased service 
requirements for mobilization and general war in accordance with the current Joint 
Strategic Objective Plan. The MC&TSA receives only net service requirements. The MPSA 
receives only Joint Petroleum Office oversea slates. Executive Directors should have 
mowledge of both gross and net requirements so that they can be in a position to 
estimate total impact of mobilization oF general war and evaluate relative deficiencies 


in terms of overall balance in the systen. 
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Limited war requirements for Single Manager commodities have not yet been 
developed as is now required by OSD guidance, therefore, there is no knowledge 
of potential impact of limited war on general war readiness. 

The readiness of the Single Manager agencies for mobilization is definitely 
hampered by large deficiencies in mobilization reserve stocks. This condition 
applies with equal force to individual service-managed supply systems. Higher 
priority demands on the defense dollar have prevented significant funding of 
mobilization reserve deficiencies. 

Single Manager mobilization reserve deficiencies deserve service validation, 
Single Manager evaluation, and OSD recognition. Since they represent DOD-wide 
requirements, they deserve funding consideration from a DOD-wide viewpoint. This 
cannot be accomplished completely until a relative priority is established for 
allocation of stocks and determination of funding shortage by mission. After 
these priorities have been established, the actual funding of mobilization 
reserve deficiencies of Single Manager supplied items should proceed in accordance 
with the concept of belanced logistic readiness with due regard to their combat 
essentiality, in comparison with active force requirements and service mobilization 
reserve deficiencies, with consideration given to obsolescence risks and capa- 
bilities for protection of resources once accumlated. 

Executive Directors have varying degrees of information on service retail 
assets and pre-positioned reserves. Under emergency conditions, the Single Manager 
system could be more responsive if Executive Directors were advised on a periodic 
basis as to the extent to which service levels of supply will sustain supported 


forces. 
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D. Inventory Readiness and Distribution: 


large deficiencies in mobilization reserves indicate the lack of Single 
Manager readiness. The inventory readiness position is aggravated by unbalanced 
stockages. Similar deficiencies occur also in service-managed systems. Single 
Manager agencies have initiated budgetary action to improve their inventory 
readiness with only meager success. Actually there has been some draw down of 
mobilization reserves to meet current operating demands. However, there have 
been no specific funding decisions the intent of which was to force the draw down 
of mobilization reserves. 

Single Manager agencies have programs for rotation, inspection, and preserva- 
tion of their stocks. These programs are reasonably current except in clothing and 
textiles where surveillance progrems are lagging seriously for the want of 
personnel and funds. 

By stressing standardization to increase commonality among the services and 
eliminate non-standard items, Executive Directors have increased supply flexi- 
bility, and have improved inventory readiness. 

Single Manager wholesale distribution systems have been selected with regard 
to troop population centers, transportation facilities, and commercial sources of 
the commodity supplied. They are situated so as to permit positioning of stocks 
to meet mobilization and wartime demands. Single Manager distribution systems are 
adequate for mobilization and limited war, but distribution capability for support 
of general war is severely limited by the vulnerability of depot complexes to 
nuclear attack. 

Vulnerability to nuclear attack, while undoubtedly aggravated by the Single 


Manager's tendency toward contraction and concentration, is not a problem peculiar 
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to Single Manager agencies; the Single Manager system is not significantly more 1 
vulnerable than other systems encompassing items at least as critical to combat. ( 
Nor is it probable that the vulnerability of the Single Manager system will be the ; 
limiting factor on the capability of the Armed Forces to recuperate and resume | 
operations following a nuclear attack. The vulnerability of cammmications, : 
transport, industrial and manpower resources are considered more likely to be a 
limiting factor on capabilities for recuperation and continuation of military 
operations. 

The vulnerability of the Single Manager and service depot systems points up 
the futility of accumlating mobilization reserve stocks for general wer unless 
provision is made concurrently for greater dispersal and hardening of the depot 
system. Thus far, both the acquisition of reserves and the provision of under- 
ground or hardened storage have not been afforded a sufficiently high priority to 
qualify for funding under current financial plans. 

Issue capabilities of the Single Manager system are limited because the 
Executive Director has not been provided policy guidance to govern the allocation 
of stocks, and storage depots have not been provided guidance for discriminating 
among various claimants on the basis of mission precedence. Thus, depot commanders 
are unable to properly allocate their stock, their facilities, and their manpower. 
E. Commmications: 

Central inventory management of any cammodity places great dependence on 
commmications. There is no general pattérm-eapplicable to all commodity Single 
Manager agencies, but each requires an extensive commmications network. 

Following an attack on the Continental United States, severe damage to existing 


communication facilities is inevitable. In the event of limited war or mobilization, 


re 
at. 


ye the 


ation 


gle 


existing 


lization, 


MILITARY SUPPLY MANAGEMENT 129 


vhile there may be no appreciable damage to communications facilities, there will 
certainly be & significant increase in traffic with operational and logistic peak 
loads occurring simultaneously. It is essential, therefore, that there be a 
communications network in being in time of peace capable of absorbing additional 
traffic generated during an emergency. This network mst provide for alternate 
peans of routing and modes of communications and for requisite security and speed. 

Although each service now has its own logistic ccommmications network, for 
intra-service use, it would be preferable to have compatible logistic commmnication 
facilities linked in @ manner to permit various logistics managers to ccmmmicate 
vith each other and with supported forces irrespective of parent department. 

The logistic element of the ccammmications network envisioned embraces all 
nodes of communications inclusing transceiver, teletype, radio, telephone, and 
electronic data links, and is intended to provide direct connections between the 
major supported activities and the wholesale storage activity. Im addition, the 
Inventory Control Points should be linked with the depots and ports. 

F. Organization, Procedures, and Finance: 

The organizational position of the Executive Director is not a deterrent to 
the performance of his assigned mission. Significant administrative difficulties 
arise only when cumbersome command channels are employed by Single Manager agencies 
to commmnicate operating and planning details to elements outside the parent 
department. This problem is susceptible to relatively simple solution by providing 
the Executive Director greater flexibility for direct ccammmication in the solution 
of operating problems. Drastic reorganizational remedies are not required, nor is 
there any necessity for the abrogation of established channels on matters of policy 
or command direction. 
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The physical association of the service retail offices with or in proximity 
to the Single Manager agency,as in the case of medical supplies and clothing and 
textiles, is a highly successful arrangement which might well be emulated in other 
commodities governed by single management. The coordination of plans and require- 
ments is enhanced substantially when these offices are intimately associated. 
Perpetuation of this relationship should be provided for in war plans. 

Procedural differences were found to exist among the Single Manager agencies 
in such functional areas as requisitioning, reporting, record keeping, shipping, 
invoicing and billing. Although these differences are not insurmountable during 
peacetime, during mobilization or war they could become significant. This problem 
would become acute at the user level and at points in the distribution systems, 
such as general depots, terminals, and ports where differing procedures come into 
contact with each other. Single Manager procedures should be simplified and made 
more uniform and compatible. 

Some reservations exist regarding the present trend toward centralization of 
een functions for an entire system at one location. The staff concluded 
that this is effective, efficient, and would be workable under mobilization ani 
limited war conditions when applied to subsistence; but that before extended to 
other more complex commodities, the post-attack implications of such centralization 
should be studied. 

All activities involved in stock-fund operations expressed concern with 
respect to their ability to maintain the amount of stock-fund detail presently 
required during any emergency of consequence. 

In peacetime, the obstensible purpose of these data is to achieve economic 


procurement and inventory management. Under emergency conditions, emphasis shifts 





ts 
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to optimm use of resources. Effective acquisition and utilization of materiel 
can be accomplished only by use of item data. Dollar data are of limited 
usefulness. 

Good management practices dictate the use of selective accounting and 
reporting designed to meet the essential needs of management, avoiding needless 
accumlation of data, and consequent expenditure of resources required for higher 
priority programs. Excessive reporting and accounting impede rapid supply action, 
choke communications, overload electronic data processing machines, and waste 
trained manpower. Wartime supply systems must conserve these essential resources. 

Two eurrent stock-fund restrictions that must be eliminated in wartime are 
the apportionment of procurement funds and the certification of specific customer 
fund availability prior to issue of material. 

One of the most serious and consistent criticisms encountered in the survey 
concerned the use of retail stock funds in the Single Manager area. The almost 
unanimous judgment was that current complicated accounting and reporting required 
at post, camp, base, and station level should be redically simplified. The inability 
of commm@s queried to identify any useful purpose served by such detailed controls 
at the retail level added emphasis to the criticism. 

The constructive method of billing under centralized stock control generates 
@ large volume of paperwork which would be unworkable under emergency conditions. 
Consideration should be given to a method of billing whereby billing procedures 
for material in stock can be initiated simltaneously with the posting of the stock 
record card and corrective billings made as necessary for warehouse refusals. 

Financial and supply procedures should be streamlined in peacetime and further 


Simplified for emergency situations. Authority and instructions covering 
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emergencies should be promlgated and disseminated now. This will permit 
commanders to plan accordingly, and will facilitate the transition from peace 


to war. 
PART III - CONCLUSIONS 


Considering the complexity of the subject and the difficulties which 
confronted the survey staff, the Panel recognizes that in a few instances the 
findings and the supporting data developed by the staff may be controversial. 
However, the Panel has confidence in the objectivity, qualifications, and experi- 
ence of the survey staff, and believes that in the aggregate the findings of the 
staff are substantially correct. In view of these considerations, the Panel 
believes that the staff's findings, when viewed in the light of professional 
judgment and experience, warrant the following conclusions: 

(1) The existing Single Manager systems have proved to be effective in 
peacetime and have received customer approval and satisfaction at least equal 
to non-Single Manager supply systems for other commodities and pre-Single Manager 
supply systems for the same commodities. 

(2) Although it is virtually impossible to determine definitively the extent 
to which economies achieved are attributable to the Single Manager concept as 
compared with other concurrent improvement programs, or to precisely measure 
these economies, significant savings have been realized in the systems presided 
over by Single Managers. These include economies associated with the elimination 
of concurrent buying and selling; reduction of cross-hauls ani back-hauls; 
reduction of inventories, payrolls, ani warehouse space; procurement operations; 


and stimlation of item reduction and standardization progrems. 
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(3) It is evident from experience to date with the subsistence, medical, and 
petroleum Single Manager Assignments as contrasted with the clothing and textile 
assignment that Single Manager Assignments can be implemented more efficiently 
ani are less likely to disrupt effective supply during the critical formative 
stages, when they are applied to commodities of comparatively high commonality 
and are preceded by a relatively high degree of interservice integration and 
coordination. 

(4) In taking notice of the attainments of the Single Managers to date, the 
Panel observes that the commodities now assigned to them are those most readily 
amenable to the concept and in which the greatest benefits were expected. It was 
for this reason that they were selected for the initial Single Manager assignments. 

(5) The Panel believes it would be a mistake to proceed from an acknowledgment 
of the success attained by the present Single Managers to the unwarranted conclusion 
that the concept is susceptible to broad application throughout the Defense supply 
system. Obviously, the system cannot be applied to all commodity groups profitably. 
The concept was designed for application to common-use commercial-type items, and 
it should be so applied when comprehensive studies demonstrate such application will 
secure significant economies without loss of effectiveness. The Panel believes 
that there are additional items susceptible to this management technique, and that 
efforts to determine these should continue. 

(6) The Single Manager concept should not be expected to solve the fundamental 
supply problems of the Department of Defense. Neither the Single Manager plan nor 
any other form of consolidation will solve the problems that arise from bigness 
itself or those which stem from the complex relationship of strategy, technology, 
logistics, and the national economy. The Single Manager plan must be viewed in 


perspective as but one element of a comprehensive program of supply management. 
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(7) It is obviously impossible to state unequivocally that any supply system 
conceived in peacetime and untried under actual conditions of war will be effective 
in war. In the aggregate, the mobilization readiness and wartime capabilities of 
existing Single Manager systems for limited and general war appear sufficient 
for rendering support at least equal to that rendered by non-Single Manager supply 
systems. However, there are deficiencies in the existing Single Manager systems 
which require correction. Deficiencies are described in the Survey Staff's reports, 
The Office of the Secretary of Defense, the Joint Staff of the JCS, and the Military 
Departments should jointly develop and implement an integrated program to validate 
and correct these deficiencies. This program should proceed in accordance with the , 
concept of balanced logistics readiness with full consideration given to the relative 
military urgency of these deficiencies in comparison with demands for active force 
D-Day readiness, service mobilization reserve-stock deficiencies, weapons moderni- 
zation requirements, and other high priority programs competing for available 
resources. In addition, these systems must be kept under constant and close 
scrutiny to ensure a high potential for wartime support. 

(8) The Office of the Secretary of Defense, the Joint Staff, JCS, and the 
Military Departments, with participation as appropriate by the Armed Forces Supply 
Support Center, should jointly undertake a program to validate and correct | 


deficiencies and problems reported by the Survey Staff. 


ive 
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APPENDIX A 
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Brig. Gemeral P. R. Tyler 
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Mr. C. B. Bothmer 


APSSC Members - Brig. General I. L. Allen, Colonel J. Deluca - Alternate 
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Team Number 2 - Military Subsistence Supply Agency 
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Colomel C. A. Shaunesey, QMC, Department of Army 
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Car. C. A. Fischer, OASD (S&L), Team Leader 

Colonel E. E. Damon, Department of Army 

Captain W. M. Huey, USN, J/4, The Joint Staff 

Cdr. C. W. Ferber, MMSA, Department of Navy 

Lt. Colonel W. H. Holmes, USAF, Department of Air Force 

LODR R. C. Applegate, USN, Department of Navy 

LCR J. W. Ethridge, USN, Bureau of Medicine and Surgery 
Department of Navy 
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Colonel Jack B. Slimp, USA, OASD (S&L), Team Leader 
Captain W. H. Munson, USN, J/4, The Joint Staff 

Colonel J. R. Maedler, USA, Department of Army 

Captain V. R. Glocheski, USN, Department of Navy 

Lt. Colomel R. T. Schlosberg, USAF, Department of Air Force 
Car. J. J. Lynch, USN, MPSA, Department of Navy 
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Captain C. Fadem, USN, J/4, The Joint Staff, Team Leader 
Colomel C. C. Case, USA, OASD (S&L) 

Colonel R. G. Baker, USA, Department of Army 
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LIST OF LOCATIONS AT WHICH FACT FINDING WAS PERFORMED 


NAME 


—_—_— 


Naval Air Station 
Naval Air Station 
Naval Air Station 
Naval Air Station 
Naval Supply Center 
Naval Supply Center 
Naval Supply Depot 
Naval Supply Depot 
Naval Supply Depot 
Naval Supply Depot 
Naval Hospital 
Naval Hospital 
Naval Hospital 
Naval Hospital 
Naval Hospital 
Neval Shipyard 
Naval Shipyard 
Naval Training Center 


Camp Pendleton 
Camp LeJeune 


Fort Jackson 

Camp Leroy Johnson 
Fort Bragg 

Fort McPherson 

Fort Sheridan 

Fort Knox 

Fort Lewis 

Valley Forge Hospital 
Brook Army Hospital 


Madigan Army Hospital ~ 


Sharpe General Depot 
Hq. 6th Army 

Hq. 4th Army 

Oversea Supply Agency 





PHASE I 


NAVY ACTIVITIES 


MARINE CORPS ACTIVITIES 





LOCATION 


Pensacola, Florida 
Jacksonville, Fla. 
Norfolk, Virginia 
Alameda, California 
Norfolk, Virginia 
Oakland, California 
Great Lakes, Il. 
Bayonne, New Jersey 
San Diego, Calif. 
Seattle, Washington 
St. Albans, New York 
Portsmouth, Virginia 
Oakland, California 
San Diego, Calif. 
Camp Pendleton, Calif. 
Philadelphia, Pa. 
Long Beach, Calif. 
San Diego, Calif. 


California 
North Carolina 


Columbia, South Carolina 
Louisiana 

North Carolina 
Georgia 

Dlinois 

Kentucky 

Washington 
Pennsylvania 

Ft. Sam Houston, Texas 
Tacoma, Washington 
Tracy, Calif. 

San Francisco, Calif. 
Ft. Sam Houston, Texas 
San Francisco, Calif. 
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Chamute Air Force Base 
Eglin Air Force Base 

Eat Air Force Base 

Offutt Air Force Base 
Lackland Air Force Base 
Langley Air Force Base 
MacDill Air Force Base 
Scott Air Force Base 
Westover Air Force Base 
McGuire Air Force Base 
Travis Air Force Base 
Homestead Air Force Base 
Hq. Strategic Air Command 
Hq. Air Defense Command 
San Antonio Air Materiel Area 


Army Quartermaster Petroleum Center 


Army Quartermaster Depot 
Navy Fuel Supply Office 
Navy Subsistence Office 


Military Petroleum Supply Agency 
Directorate for Air Force Petroleum 


Marietta Air Force Station 
Hq. Air Materiel Command 


Military Subsistence Supply Agency 


Army Subsistence Center 
Sharpe General Depot 

Naval Supply Center 

Commander Western Sea Frontier 
Hq. Sixth Army 

Overseas Supply Agency 

Hq. Air Defense Command 

Hq. Strategic Air Command 


Petroleum Logistics Division, OASD(S&L) 


Fleet Marine Force, Atlantic 
Naval Supply Center 

and Force Service Regiment 
SERVLANT/CINCLANT 

Hq. Tactical Air Command 


Military Clothing & Textile Supply Agency 


Marine Corps Supply Activity 


Air Force Clothing & Textile Office 


Military Medical Supply Agency 


Field Branch, Bureau of Medicine & Surgery 


Navy Medical Material Office 


Army Medical Supply Support Activity 
Air Force Medical Materiel Field Office 


Navy Clothing & Textile Office 
Hq. Third U.S. Army 

Atlanta General Depot 

Marine Corps Supply Center 

Hq. Strategic Army Command 
Hq. Fort Bragg 


AIR FORCE ACTIVITIES 


PHASE II TEAM VISITS 
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LOCATION 


Dlinois 

Florida 

Colorado 

Nebraska ) 
Texas 

Virginia 

Florida 

Tllinois 

Massachusetts 

New Jersey 

California 

Florida 

Offutt AFB, Nebraska 

Ent AFB, Colorado ! 
Texas 


LOCATION 


Washington, D. 
Virginia 
Washington, D.C. 
Washington, D.C. 
Washington, D.C. 
Pennsylvania 
Pennsylvania 
Ohio 

Dlinois 
Dlinois 

California 

California 

California 

California 

California 

Colorado 

Nebraska 

Washington, D.C. 

Virginia i 
Virginia 

Virginia 

Virginia 

Virginia 

Pennsylvania 

Pennsylvania 

Pennsylvania 

New York 

New York 

New York 

New York 

New York 

New York 

Georgia 

Georgia 

Georgia 

North Carolina 

North Carolina 
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APPENDIX C 
List of Recommendations of the Phase I Survey Teams 
The Military Clothing and Textile Supply Agency (Team No. 1) 


1. That MC&TSA establish an up-to-date supply status report which will 
provide top management of MC&TSA with a brief summation of vital statistics and 
current trends in supply performance of the agency. This should be linked with 
an organized system of follow-up whenever such action is indicated. 

(Ref: Sec. I, Pare. F2a, and Conclusion I, Fl) 


2. That MC&TSA implement its current plan for utilizing and supplementing 
existent depot liaison facilities to ensure proper customer relationship and 
to improve customer satisfaction. A simplified customer satisfaction question- 
naire should also be developed by MC&TSA and forwarded to all customers periodi- 
cally to guarantee full coverage and to provide a direct outlet for customer 
"gripes" to MC&TSA. 
(Ref: Sec. I, Para. Fac, and Conclusion I, F3) 


3. That DOD and the Military Services thoroughly study the possibility of 
improving the present system of budgeting and funding for MC&TSA peacetime 
materiel requirements and mobilization reserve requirements, wherein the Army, 
as Single Manager reviews and funds MC&TSA stock-fund budgets (under Amy 
budgetary limitations) though the MC&TSA stock-fund budget includes peacetime 

and mobilization reserve requirements of ALL Military Services. 
(Ref: Sec. II, Para. 3; Sec. IX F; Conclusion rr AS, and Conclusion IX F) 


4. That careful consideration be given to the disadvantages of centraliza- 
tion from the viewpoint of the facts contained in this study before a final 
decision is made to completely centralize MC&TSA stock control, stock accounting 
and requisition processing. 

(Ref: Sec. II, Final Part of Addendum; Sec. I, Para. Fac, and Conclusion II B) 


5. That DOD establish a project to develop a standardized, codified set 
of Single Manager Regulations which will provide basic Single Manager supply 
terms and definitions and common Single Manager forms and requisitioning 


precedures . 
(Ref: Sec. IX B, and Conclusion IX B) 


6. That, when considered appropriate, DOD Directives which establish basic 
DOD supply policy and criteria should require exact reproduction of the DOD 
Directive in the implementing instructions of the Military Departments; however, 
this should not preclude the issuance of further implementation and interpreta- 
tien by the Single Manager or succeeding staff and command echelons, provided 
such instructions are timely and consistent with the policies of higher authority. 
(Ref: Sec. IX A, and Conclusion IX A) 
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7. That the amplification of Armed Services Proc t Regulations 
(ASPR's) shoul& be kept to a mihimm consistent with essential requirements 
and should not needlessly restrict or hamper the operations of the MC&TSA. 
(However, DOD Team No. 1 recognizes the prerogative of the Single Manager and 
succeeding staff and command echelons to issue essential implementation of 
Armed Services Procurement Regulatiens which are consistent with the policies 
of higher authority.) 

(Ref: Sec. IX A, and Conclusion IX A) 


8. That action be expedited by DOD to previde uniform DOD instructions ' 
to all Military Departments, establishin§ a standard method to be used in 
setting "Required Dates" for materiel being requisitioned from Single Managers. 
This instruction should also specify that “Required Dates" will be included on 
all requisitions submitted for single manager materiel. 
(Ref: Sec. IX C, and Conclusion IX Cc) 


9. That action be expedited by DOD and JCS to provide MC&TSA (and all 
other Single Manager supply agencies) with a uniform system of priorities and 
priority designations, applicable to all Military Services, which will permit j 
MC&TSA to determine an order of precedemce in processing of requisitions and 
@ basis for allocating limited materiel resources under peacetime and emergency 
conditions. 
(Ref: Sec. IX D, and Comclusion IX D) 


10. That MC&TSA accept the respensibility for redistribution of all 
reported lecal excesses on a National basis and that the individual Service 
be relieved of this responsibility. Concurrent with this, DOD should initiate 
instructions to the Military Departments making it mandatory for installations 
to report all local repertable excesses of clothing and textile items directly 
to MC&TSA for redistribution, or return, or other disposal instructions, undess 
the Military Department has a specific, known requirement fer such excesses at 
other locations. The recommended DOD Instructien sheuld also place a reasonable, 
but specific, time limitation upon MC&TSA for providing dispositien instructions { 
for excesses reported under this procedure. f 
(Ref: Sec. IX E, and Conclusion IX E) 


11. That DOD initiate steps immediately te revise existing credit policies 
for return ef local excesses to permit the wholesale stock fund (MO&TSA) to give 
monetary credit for all materiel which is reported excess by bases and returned 
te the wholesale stock fund (per direction of MC&TSA) when MCMTSA deems retention 
te be desirable. This action should be closely tied-in with a current project, 
new under wey in OASD(Cemptroller), which is aimed at developing an over-all DOD 
credit policy for return of excesses. 

(Ref: Sec. IX E, and Conclusion IX E) 


12. That DOD sheuld initiate a comprehensive study to determine whether 
the retail steck fund can be simplified er otherwise impreved to alleviate 
present burdensome accounting requirements. 

(Ref: Sec. IX G, and Conclusion IX G) 
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13. That DOD initiate steps immediately to provide MC&TSA with funds which 
will permit the Agency to accomplish consolidation of inventeries through whole- 
gale trensfer of stocks out ef marginal, retail-type storage activities when 
such action is considered necessary and justifiable for reasons of ecomomy and 
efficiency. 

(Ref: Sec. IX H, and Cenclusien IX E) 


14. That the Single Manager for Clething and Textiles and the Single 
Manager for Medical Materiel be provided with a final decision on supply cog- 
nizance of the 201 medical clothing and textile items for which supply control 
ig split between MC&TSA and MGA. 

(Ref: Sec. IX I, amd Conclusion IX I) 


15. That the Department eof the Army conduct a complete manpower survey of 
WCMESA, commencing on er about 1 January 1960, with a view teward establishing 
a minimal persennel authorizatien for the Agency which will be censistent with 
the requirements for efficiency as well as effectiveness. 

(Ref: Sec. V, amd Conclusion V) 


16. That if additional Single Mamager assignments are to be made in the 
future, the difficulties encountered by MCYTSA in absorbing the clothing and 
textile mission sheuld be taken inte consideration. Im the words ef the 
Executive Directer, MC&TSA: "the clothing agency assumed supply respensibility 
tee quickly." Future assiguments should net be made until planming has been 
completed, staffing problems have been reselved, clear-cut item cognizance has 
been delineated, and preper groundwerk has been laid te permit a smecth and 
erderly transition te the new supply systen. 

(Ref: Addendum - Memo frem Executive Directer, MCMTSA, 15 December 1958) 


The Military Subsistence Supply Agency (Team Ne. 2) 


1. The Military Subsistence Supply Agemcy establish a system for reperting 
supply perfermance-type information fer use as a management teol in evaluating 
Ageacy supply perfermance for beth perishable and nemperishable subsisteace. This 
information te be assembled tegether at MBSA, the point where commonality of 
purpese exists. 


2. The military services joint regulations fer Single Manager subsistence 
supply be revised te provide infermation fer the submission ef emergency and/or 
special requisitiens fer monperishable subsistenc placed en the Single Manager. 


—3- A monthly requisitieming cycle for nomperishable subsistence be 
established at the earliest practicable date. 


4. Current MBSA planning fer centralized requisitioning and a 30-day 
cycle fer nenperishable subsistence take inte cemsideratien the phased submission 


by activities im geographical areas ever the peried ef 30 days in erder to previde 
@ more stable workload. 











142 MILITARY SUPPLY MANAGEMENT 


5- The Executive Directer, MBSA, review subsistence items fer the purpese 
ef assuring thet eptimm use is made of installation purchase. 


6.- The Executive Directer, MSSA, review the epen-end-cemtract method of 
purchasing and supplying subsistence with the purpese ef using this methed, on 


an individual-area basis, where imprevement will be effected in the supply and 
cest ef subsistence. 


7. The Executive Di rT, MBSA, analyze the curreat charge-acceunt 
precedure and QM Ferms 300 300-2, with the ebjective ef simplifying the 
precedure threugh eliminatien ef a fern. 


8. MBSA take action te ebtain reperts frem all installations performing 
@ Single Manager mission as prescribed in Joint Reguiatiens. 


9. Military services take prempt actien te elimimate the current indicated 
excessive dispersien ef steck im eccupied space, and te reduce allecatien ef 
space im censemance with werklead ferecasts furmished by MSA. 


10. A mere effective methed ef reperting and evaluating utilizatien ef 
refrigerated warehousing be established and implemented. ; 


ll. Sectien IV (Net Ste Space) ef the Quarterly Repert em Single Manager 
Operatiens (RCS (DD S&L (Q) 352) be revised te repert dry ami refrigerated sterage 
space separately. 


12. The Executive Directer, MBSA, immediately initiate action te previde a 
marked imprevement in utilization ef Gevermment-oewned refrigerated warehousing. 


13. A precedure be develeped te asgure prempt reflectien in the subsistence 
cataleg and ether apprepriate decuments ef item changes, reductions, additions, 
and standardization actiems. A desirable target fer complete republication ef 
Fsc 89, Subsistence cataleg weuld be three months. 


14. Jeint Military Service Regulation AR 310-15 SECNAVINST 5215.8, AFR 5-9 
be revised te previde the Executive Directer autherity te precess revisiens te 
Simgle Mamager Subsistence Jeint Regulations, net invelving significant changes 


im pelicy and within the scope ef his respensibilities, directly te the Army 
Adjutant General. 


15. That Jeint Military Service Regulatiens implementing the Single Manager 
Assigument be reviewed and revised te: 


(a) Retaim the minimm centrol ef eperatiens at echelens abeve the 
Executive Directer. 


(bd) Autherize direct cemmmication between the Executive Directer 
and the Quartermaster Data Precessing Cemter or any similar 
activity previding majer services fer MBSA. 
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16. Administrative suppert fer MBSA activities be furnished by the clesest 
pilitary installation capable ef perferming this service. 


17. The Single Manager Assigument for Subsistence, DOD Directive 5160.11, 
be revised te previde for reperting ef excess retail stecks fer dispesitiem direct 
frem helding installations te MSSA er the Single Manager distribution area depot 
designated by it. 


18. A joint military service greup be established te ascertain pertinent 
facts and develep pelicy recemmendatiens: (1) for clarification ef relationship 
between the oa fo) Manager fer subsistence and the military service sales cem- 
nissaries, and (2) te previde MBSA with management infermatien regarding use of 
Single Mamager subsistence items by the Sales Cemmissaries as apprepriate. 


19. The respensibility fer cemputation ef retail subsisteace requirements 
be shifted frem the military services te the Single Manager fer Subsistence. 


20. The timing ef this shift ef respensibility be predicated upen previsiens 
fer the Single Mamager te have demand data and ether guidance that is sufficiently 
accurate and timely te perferm preperly this requirements' functien. 


The Military Medical Supply Ageacy (Team Ne. 3) 
jl. The methed ef computing effectiveness at service depets sheuld 


be stamdardized. (Section I, Page 9 


2. DOD Directive 4100.31 sheuld be revised te include a definitien ef 
"Due Outs" and te reflect the reperting ef true "Due Outs" and plamned requirements 
separately. (Sectien II, Page 18). 


3. Funding and appertiomment thereef sheuld be adequate te preclude the 
"eat dewn" ef mebilizatien stecks. (Sectiem II, Page 20) 


4. Actien sheuld be expedited em studies new being cenducted by the J/4, 
The Joint Staff, em the matter ef allecatiens and prierities im time ef mebiliza- 
tien. (Sectiem II, Page 20) 


5. MMBA sheuld quickly determine the feasibility ef designating more items 
fer lecal precurement. (Sectiem III, Page 27) 


6. MMA sheuld set up within MMA a training pregram te previde fer the 
training ef persemmel ef the three Military Services, ether tham these assigned 
te the mermal complement, im the phases ef legistics asseciated with this 
activity. (Sectienm V, Page 43) 


7. The refinement ef item cognizance, new under study by OASD(S&L) sheuld 
be promptly reselved. (Sectiem VII, Page 55) 


8. The DOD, im its appertiemment ef the Navy Steck Fund, sheuld inject a 
restrictive clause limiting the use ef funds previded fer medical suppert te that 
purpese enly. (Sectien IX, Page 71) 














144 MILITARY SUPPLY MANAGEMENT 


The Military Petreleum Supply Agency (Team Ne. 4) 


1. MPSA initiate action te accemplish these assigned functions net fully 
implemented . 


2. The Single Manager fer Petreleum and the Directer ef the Armed Ferces 
Supply Suppert Cemter reselve the everlapping furnctiens ef MPSA and AFSSC. 


3. The precurement inspection preblem be expeditieusly reselved by the 
OASD(S&L) . 


kh. MPSA imitiate actien im coordination with the Services te establish 
regienal petreleum ceerdinzatien greups. 


5. MPSA, im ceerdimatien with the JCS and the Services, review the curreat 


necessity fer the package slate and the feasibility ef requisitioning packaged 
preducts threugh the same chaumels as ether supply items. 


6. Wavy cemtimue te explere greater use ef epen-end cemtracts and lecal 
purchase fer direct deliveries ef packaged FOL te CONUS censumers. 


7. The Single Manager fer Petreleum initiate action te ceerdinmate barge ani 
ceastwise tanker movements ef bulk POL. 


8. MPSA and the Services imventery cemtrel peint activities sheuld be 
lecated tegether physically as a Cemmedity Management Center at the earliest 
practicable date. (Air Ferce erganizatienal structure amd the lecatien ef the 
inventery centrel peint eutside the Washingtem area makes its participation 
difficult.) 


List ef Recemmendatiens ef the Phase II Survey Team 
Mebilizatien Readiness, 8 Re: iveness, and Wartime Capabilities (Team Ne. 


Rl. The Jeint Chiefs ef Staff (J.Cc.S5.) appreve and premigate a statement 
ef requisite characteristics ef a wartime supply system, substantially as develeped 
by the survey staff. 


R2. The Services make available te Single Manager agencies adequate plamning 
data se that Simgle Mamager agency plams may suppert fully Service plaas. 


R3. AJ.C.S. pelicy em the allecatien ef Single Mamager ewned stecks be 
premulgated at the earliest pessible time. 


R44. The Office ef the Assistant Secretary ef Defense (Supply and Legistics), 
(OASD(S&L)), provide adequate and timely data em vulmerability studies te Single 
Manager agencies. 
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R5. Single Managers, im coordination with the vulmerability staff ef the 
OASD(S&L), develep a system fer damage reperting by sterage lecatiens te the 
Executive Directers. 


R6. Full interchange ef information on relecatien sites and alternate 


headquarters be accemplished within Single Mamager systems and between the 
Single Mamager agencies and majer using commands. 


RT. Previsiem be made te assure that the altermate headquarters ef the 
Military Medical Supply Agemcy have adequate electric acceunting machine and 
electremic data precessing machine capacity. 


R8. All Simgle Mamager agencies be previded Service statements ef gress and 
net medilizatiem and general war requirements. 


RQ. Limited war requirements be cemputed and their impact em general war 
readiness pesitien evaluated. 


RLO. The Services subject their mebilizatien requirements fer Single Manager 
cemedities te a critical review and amalysis, prier te submissiem te assure that 
they reflect the mimimm meed essential te perfermance ef assigned tasks. 


Rll. The Executive Directers be apprised ef the assumptiems and bases ef 
cemputatiems used in develeping Service requirements. 


R12. The Executive Directers be advised em a periedic basis the extent te 
vhich Service levels ef supply will sustain supperted ferces under mebilizatien 
er emergeacy conditions. 


R13. A phased pregrem be established te pregressively reduce the mebilizatien 
reserve stecks (MRS) deficiencies ef the Simgle Manager agencies, and that it be 
appreved and supperted im the budget precess by the Office ef the Secretary ef 
Defense (OSD). 


Rl4. Funding requirements fer Single Mamagers MRS deficiencies be transmitted 
te OSD as submitted by the Executive Directer, accempamied by Departmental 
recemendations . 


R15. Where centralized steck cemtrel is used, the sterage depets be previded 
with steck status inmformatien periedically te facilitate cemtimity ef eperations 
and available persemnel be cress-trained in steck centre] skills. 


R16. Services take the mecessary actien te insure that all mebilization 
reserve stecks are maintained im a ready fer issue cenditien. 


R17. A pregram be undertaken fer the pregressive imprevement ef the vulner- 
ability pesitiem ef the Department ef Defense supply systems by previding greater 
dispersal, mere extensive use ef underground sterage and by hardening ef existing 
facilities where practicable. This pregram sheuld preceed in phase with ether 
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essential measures fer attainment ef balanced legistics readiness, sheuld accent 
highest prierity te materiel ef greatest essentiality fer general war, and 
sheuld imclude the distributiem systems ef Single Managers te the extent that 
they qualify em the basis ef relative prierity. 


R18. A DOD system ef issue prierities based em urgemcy ef military missiens 
be develeped by the Jeint Chiefs ef Staff. 


R19. Cemsideratien be given te the establishment ef a Jeint Communications 
Netwerk which includes specific previsien fer cempatible cemmmicatiens designated 
exclusively fer treffic ameng the legistic elements ef the Services and between 
them and majer supperted ferces. 


R20. A jeint Service regulatiem be develeped, spelling eut and breadening 
the area in which Executive Directers may centact directly varieus inaterested 
ageucies within the Department ef Defense in order te facilitate ceerdinatien 
and reduce administrative burdens and time lags. 


R21. Actiem be taken by the Services te lecate Retail Offices im preximity 


te er with the Single Manager agemcies and emergency planus ef the Services be 
ceerdinzated te insure the centimuity ef this physical relatienship. 


R22. A prierity preject be assigned te the Armed Ferces Supply Suppert 
Center te develep, te the maximm extent practicable, simplified and standariizei 
Single Mamager precedures. 


R23. The practice ef (1) complete centralization ef steck status data and 
reutine steck cemtrel actions and (2) physical separation ef basic steck ceatrel 
functions frem the inventery management erganization net be extended until the 
effect ef such practices em general war readiness bas been thereughly reviewed 
and evaluated. 


R24. The Single Mamager agencies' detailed industrial mebilizatien plans 
and the calculatiens and premises em which they are based be distributed te 
Service Retail Offices and distributien depets fer use in a catastrepic situation. 


R25. The Petreleum Legistics Directer, OASD(S&L), amd MPSA jeintly develep 
military-related industrial mebilizatiem plans, subsidiary te imternmatienal aad 
national plans, fer petrelewm. 


R26. Industrial mebilizatiem plams fer petreleum and their premises be 
distributed te altermate sites and Service Retail Offices te ensure that calls 
fer deliveries during wartime will net disrupt er cenfuse Gevermment plans ani 
preductien cemmitments. 


R27. The autherizatien te waive appertiemment ef steck funds in time of 
mebilizatien, limited er general wer, be appreved and premilgated te beceme 
effective whenever any ef these emergency conditions are declared. 


proce¢ 


lB 
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Ro8. Specific procedures for expediting necessary changes in fund 
limitations in the event of mobilization, limited or general war be developed 
promptly and included in the Military Department Emergency Financial Plans. 


R29. Military Department Emergency Financial Plans include provisions 
that only & minimm number of appropriations be designated in each Military 
+ and that issues of stock fund material be charged at appropriation 
level. 


R30. Appropriate action be initiated immediately to reduce reporting, 
simplify and eliminate overlap, in supply and financial controls and 
regulations. 


R31. Appropriate action be initiated immediately to develop and 
te criteria and procedures for retording and reporting the minimm 
stock fund financial information essential in mobilization, limited and 
general war. 


R32. The Emergency Financial Planning Precepts be promulgated immediately 
go that the Military Department emergency plans can be developed and issued 
as promptly as possible. The plans should include simplified emergency stock 
fund and supply procedures so that commanders may take necessary action under 
any declared emergency situations. 


R33. The "Constructive Method of Billing” ve revised so that billing 
procedures for material in stock can be initiated simultaneously with the 


posting of stock records and corrective billings made as necessary for 
warehouse refusals. 


These recommendations are not necessarily endorsed by the Review Panel. 
The deficiencies which gave rise to these recommendations are to be 
validated and corrected by the appropriate element of the Department of 
Defense by separate action in accordance with normal procedure. 
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APPENDIX 3—THE DEFENSE MATERIEL MANAGEMENT PROGRAM 
FISCAL YEAR 1960 


FoREWORD 


This publication sets forth a comprehensive materiel management improvement 
program for the Department of Defense for fiscal year 1960. 

The 26 interrelated projects comprising the program are designed to achieve 
further integration of materiel management in the Department of Defense. The 
continuing efforts of the individual military services to improve their intraseryiee 
supply activities are not reflected in this program. 

The program is the latest of a series of logical steps in a dynamic plan to inte. 
grate materiel management in the Department of Defense without disrupting the 
complex worldwide military supply systems and thus impairing the ready-to-fight 
posture of the Armed Forces. 

The program will be accomplished during fiscal year 1960 to the extent that 
time and resources will allow. Similar and corollary programs will be developed 
and published for subsequent fiscal years. 

PERKINS McGuirg, 
Assistant Secretary of Defense (Supply and Logistics), 
DECEMBER 10, 1959. 


Prosect No. 60-1 


Project title: Determination of Materiel Management Assignments. 

Objective: To make integrated materiel management assignments for items of 
supply within selected categories of items as a result of a coordinated manage- 
ment review program. 

Approach: This project will be accomplished through coordinated participation 
by OSD, the military departments, and the AFSSC. 

Based on the application of criteria to be developed, coordinated, and approved 
under project 60-2, items of supply in categories agreed upon by the military 
departments and OSD will be coded and classified according to the management 
techniques indicated in project 60-2. Initially, priority for coding and classifi- 
cation action will be given to the Federal supply groups and classes which the 
military departments and OSD agree will be included in the single manager 
assignment for general supplies and the single manager assignment for industrial 
supplies. Each of the military services will code items in three groupings, as 
follows: 

1. Items which must remain under the management control of the requiring 
military service. 

2. Items which must remain under military management control, but not nee- 
essarily under the control of the requiring service. 

3. Items for which management control can be determined primarily on eco- 
nomic considerations. 

The military services will forward the results of the above codings to the ap- 
propriate designated classification agencies. 

These agencies will 

1. Further classify the items as reported by the military services, using 
the approved criteria, according to the integrated management techniques 
indicated in project 60-2. 

2. Based on the classification actions described above, determine logical 
groupings of items for integrated management assignments and report the 
result of such determinations to the military services. 

When a military service classifies an item as one which must remain under its 
control, the classification agency will not reclassify the item under a management 
technique which will change such control except that a coordinated procurement 
assignment may be recommended. Inconsistencies in classification action by 
the military services which appear questionable upon review by the classification 
agency will be referred to the reporting military service for further consideration. 
Disagreements between the military services and the designated classification 
agencies as to methods of management will be referred to OASD (S. & L.) for 
decision. At the conclusion of the classification action or during the process of 
such action if it appears warranted, the OASD (S. & L.) will conduct a review 
of those items which have been excluded from integrated management assignment. 
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Uniform procedures for the application of the approved criteria will be developed 
py the AFSSC with the participation of the military departments. 

“A time-phased schedule for accomplishing this project will be developed and 
coordinated by the OASD (S. & L.) based on recommendations submitted by the 
military departments. 

Additional categories of items as agreed upon by the military departments and 
OSD will also be similarly coded and classified under the criteria expressed in 

roject No. 60-2. 

The schedule for accomplishment of item review and item management deter- 
mination will be dependent upon the availability of resources to finance the addi- 
tive workload. 

Prosect No. 60-2 


Project title: Development of Management Method Criteria. a 

Objective: To develop criteria for application to items of supply within agreed 
upon categories for the purpose of providing an orderly basis for the selection of 
the best DOD-wide supply management technique. 

Approach: Uniform criteria will be developed, coordinated, and approved to 
provide the basis for determining, for each item of supply in categories agreed 
upon by the military departments and OSD, the supply management technique 
which is the most efficient in terms of military effectiveness and overall economy. 

The several supply management techniques are: 

Individual military service supply management control (including local 
commercial purchase) ; 

Coordinated procurement program assignments; 

Single manager assignments; 

Interservice supply support agreements; and 

General services administrative support. 

The criteria will provide for consideration of the supply characteristics and 
functional application of each item of supply. The Supply Management Working 
Group, consisting of members of the military departments and the OASD (S. & L.), 
with participation by the Armed Forces Supply Support Center, will develop 
proposed criteria in accordance with the objective and approach as stated in this 
project statement. The criteria will be promulgated by OSD after coordination 
with the military departments. 

Coordination of the criteria will be accomplished separately from coordination 
of the overall improvement program. 

It is recognized that one set of criteria may not be appropriate for application 
to all categories of items in the military supply systems and that actual experience 
may indicate a need for modification of the criteria. It is, therefore, the express 
intent of this project that the criteria initially developed and approved under the 
project will be applied only to such categories of items as may be agreed upon 
by the military departments and OSD and that upon the request of any military 
department or OSD the criteria will be reviewed and modified as appropriate. 


Prosect No. 60-3 


Project title: Item Range for Mobilization of War Readiness 

Objective: To develop criteria for guidance of the military departments in 
the selection of items to be acquired and retained to meet mobilization or war 
readiness requirements. 

Approach: Criteria will be developed, coordinated and approved to provide 
guidance to the military departments for the (1) acquisition and (2) retention 
stockage of items of supply to meet mobilization or war readiness requirements 
in support of U.S. forces. Retention level objectives for stockage of items in 
support of other than U.S. forces are not included in this project scope. 

In the development of item criteria for mobilization and war readiness, con- 
sideration will be given to the utilization of the principle of economic order 
quantities to satisfy there requirements. 

A joint working group composed of representatives of the military departments, 
the Joint Staff, JCS, and the OASD (S. & L.) is reviewing and evaluating current 
policies and practices of the military services for the acquisition and stockage of 
items to meet mobilization and war readiness requirements. The report of 
the joint working group will include proposed DOD directives in its reeommenda- 
tions which when implemented (after coordination with the military departments 
and the Joint Staff of the JCS) will satisfy the objectives of this project. 
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Prosect No. 60-4 


Project title: Policies for the Management of Decentralized Items of Supply. 

Objective: To establish policies to the extent practical, governing that range 
of items of supply for which management has been decentralized to include prior. 
ities of acquisition source. 

Approach: Policies will be developed which will: 

1. Provide for uniform definitions and scope of application for local pur- 
chase procedures. 

2. Provide for practical guidance to decentralized management levels 
which will permit the application of the best business judgment in the deter. 
mination of the proper acquisition source from the following alternatives: 

(a) Regional excess screening lists. 

(6) Long supply listings from interservice sources. 

(c) Interservice supply support agreements. 

(d) GSA stores depots, Federal supply schedules, or national buying 
programs. 

(e) Commercial sources. 

The Armed Forces Supply Support Center is currently engaged in a study of 
local purchase policies and procedures. (Project 59-3 AFSSC.) ; 

Approved recommendations of the AFSSC study project will be reflected in the 
policies developed under this project statement. 

Guidance for selection of acquisition source will be developed with full con- 
sideration given to the necessity of insuring maximum practicable utilization for 
DoD materiel assets, the economies of redistribution, and the need to rotate war 
readiness stocks. 

The AFSSC will transmit recommendations to ASD(S&L) resulting from 
AFSSC Study Project No. 59-3. The implementation of approved recommenda- 
tions under the AFSSC 59-3 project will not be deferred because of additional 
policy development under this project 60-4. 

The OASD(S&L) will develop proposed guidance for selection of acquisition 
source and other policies as required to complete the objective of this project. 
The proposed policies will be coordination with the military departments and 
included in an appropriate DOD directive. 


Project No. 60-5 


Project title: Procedural Doctrine for the Acquisition of Supplies from the GSA 

Objective: To establish a firm interagency understanding and procedural rela- 
tionship between the DOD and GSA for the supply of items for which GSA has 
been designated as a source of supply. 

Approach: Procedures and standards of supply effectiveness will be established 
to provide for uniform and timely acquisition of supplies from GSA in the follow- 
ing areas: 

(a) Purchases from Federal supply schedules and the national buying 
program. 

(b) Purchases from GSA stores depots. 

(c) Purchases by GSA for the military departments under the DOD-GSA 
interagency assignments. 

A review and evaluation will be made by the DOD coordinated procurement 
program working group of all present procurement and applicable supply regula- 
tions and procedures, and interagency assignments affecting military services— 
GSA supply operations. Where necessary, changes to present procedures will be 
developed for promulgation as DOD instructions after coordination with the mili- 
tary departments, GSA, and other applicable agencies. 


Prosect No. 60-6 


Project title: Selective Review of Scope of Coverage of the Federal Catalog 
System. 

Objective: To review the current scope of the Federal catalog system to insure 
that the current coverage facilitates optimum utilization of available items of 
supply within and between the military services. 

Approach: A review will be made of the current exclusions from the Federal 
catalog system and a determination made as to whether these exclusions are 
warranted in the interests of overall defense materiel management improvement. 
The review will include station and base procured items of supply and centrally 
managed items of supply both in conus and oversea areas which are not currently 
included in the Federal catalog system. 
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The joint catalog working group which is currently reviewing the scope of the 
Federal catalog system for oversea items of supply will conduct this expanded 
review of conus and oversea items of supply. 

The joint catalog working group will report to the OASD (S&L) its findings as 
a result of this review. The report of the catalog working group together with 
any indicated revisions to the current scope of coverage of the Federal catalog 
system will be coordinated with the military departments. 


Prosect No. 60-7 


Project title: Inventory Review and Cleanup Program. 

Objective: To eliminate as rapidly as practicable unneeded inventories by re- 
quiring the prompt review and redistribution or declaration as excess of unneeded 
jong supply stocks. wk . ; 

Approach: A practical procedure for accomplishing this review will be devel- 
oped. Consideration will be given to the development of regularly scheduled 
supply management reviews of all items which will include redistribution action. 
Current procedures for the interchange of data for interservice utilization will be 
examined and improved as necessary. Consideration should be given to any 
required revision in existing legislation or regulation which adversely affects the 
prompt disposition of unneeded inventories. 

The required procedure will be developed jointly by OSD (S&L) and repre- 
sentatives of the military departments for publication in a DOD directive after 
coordination with the military departments. 


Prosect No. 60-8 


Project title: Revised Excess Sereening Procedures. 

Objective: To develop revised policy and uniform procedures which will reduce 
the overall excess screening and holding period and increase the effectiveness of 
the utilization process. 

Approach: Revised policies and procedures will be developed which will: 

1. Decentralize the screening of excess property for which the cost of 
worldwide screening exceeds the utilization potential. 

2. Provide for local regional screening of decentralized excess property 
screening which will permit civil and military agency screening on a more 
expeditious basis. 

3. Provide for uniform and simplified reimbursement procedures for the 
transfer of regionally screened and small value lots of excess property. 

Based on the analysis performed by the Armed Forces Supply Support Center, 
a joint working group has developed a revised DOD instruction (4160.9) which 
has been transmitted to the military departments for coordination. 

Comments of the military departments have been reviewed. 

The ASD (S&L) will attempt to resolve remaining issues which have been 
raised by the military departments. 

When issues have been resolved to the extent practicable, the revised DOD 
instruction will be coordinated with the military departments. 


Project No. 60-9 


Project title: International Cataloging. 

Objective: To develop policies and procedures which will insure the required 
degree of compatibility between the catalog system of the United States and those 
of friendly foreign nations, where coordinated supply operations are probable. 

Approach: Policies and procedures will provide for implementation of stand- 
ardization agreements promulgated by the NATO Military Agency for Standardi- 
zation, and other agreements reached by the NATO Panel on Codification of 
Equipment. : 

Required actions include: 

1. Determine what actions are required in the Department of Defense 
supply systems to implement NATO standardization agreements on item 
classification and item identification. 

2. Determine most appropriate method of implementation. 

3. Revise DOD Instruction 4130.6, NATO Supply Classification System 
and NATO Item Identification System dated October 30, 1957. . 

A task group of service and AFSSC representatives has been established to 
study the agreements, develop the necessary implementing requirements, and 
revise DOD Instruction 4130.6 for coordination with the military departments. 
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Prosect No. 60-10 


Project title: Development of Policies for the Supply of Common Items to 
Unified Commands Overseas. 

Objective: To determine the best method of supplying common categories of 
materiel to overseas unified commands. 

Approach: Initially a joint study will be made with respect to the relatively 
well-defined commodities and missions of supplying subsistence and medicay 
materiel to Hawaii. This initial study will be organized and conducted as follows: 

Step I. Study plans will be developed by a joint study group and coordinated 
by ASD(S. & L.) with the military departments, the Joint Staff, and interested 
elements of OSD. (The Joint Staff will obtain the views of CINCPAC.) These 
plans will encompass consideration of existing and alternate methods of supply, to 
include interservicing assignments to one military service in Hawaii and extension 
of single manager assignments or modifications thereof. Plans will be predicated 
upon the basic principles that (1) the prerogative and authority of the unified 
commanders and component force commanders with respect to the logistic 
support of assigned forces must be clearly preserved, and (2) supply policies, and 
procedures must be fully responsive to JCS and unified command policies 
priorities, and other directives and guidance. : 

Step II. The joint study group will make the study in accordance with the 
coordinated plans described above and will recommend what they consider to be 
the best method of supplying subsistence and medical materiel to Hawaii. If g 
method of supply other than the existing method is recommended by the joint 
study group, the group’s recommendations will include time-phased plans for 
pilot test of the method recommended. 

Step III. The recommendations of the joint study group will be coordinated by 
ASD (S. & L.) with the military departments, the Joint Staff (who will obtain the 
views of CINCPAC), and interested elements of OSD. 

Step IV. If the coordination described in step III results in a decision to test a 
new method of supply, the test will be initiated under the aegis of the joint study 
group. 

Step V. After completion of the test, the joint study group will evaluate the 
results of the test and furnish recommendations for coordination by ASD (S., & L,) 
with the military departments, the Joint Staff (who will obtain the views of 
CINCPAC), and interested elements of OSD. 

The joint study group will be composed of members of each military service, 
the Joint Staff, CINCPAC, the ASD (S. & L.), the ASD (Compt), and other 
interested elements of OSD. The member designated by the ASD (S. & L,) 
will be the chairman of the group. 


Project No. 60-11 


Project title: Improvement of Single Manager Efficiency and Wartime Readi- 
ness. 

Objective: To develop, to the extent practical and desirable, uniform and simpli- 
fied procedures which will improve the efficiency and wartime readiness of single 
manager operating agencies. 

Approach: Simplified, and to the extent practicable, uniform procedures will be 
developed for single manager operations. Emphasis will be focused on procedures 
which involve external operational elements such as depots, terminals, and 
customer forces. Attention will be concentrated upon complexity and diversity 
in methods which could impede effective support in, emergencies. The objective 
of installing in peacetime, procedures workable in wartime without change or 
with minimum change will be paramount. 

Procedures employed by the several single manager agencies will be compared 
and analyzed. Close liaison will be maintained with OSD and departmental 
forms standardization and automatic data processing systems specialists. Con- 
sideration will be given to the development of a uniform priority system for order 
and shipping time consistent with the operating requirements of the requiring 
military departments (project 60-19). 

Deficiencies in readiness and wartime capability reflected by the commodity 
single manager evaluation report have been referred to appropriate action agencies 
for validation and corrective action. 

A working group, chaired by a representative of the Armed Forces Supply 
Support Center with participation by the military services and the single manager 
operating agencies will conduct the necessary research and analysis and will 
develop improved and simplified procedures. 
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The Office of the Assistant Secretary of Defense (8S. & L.) will review these 
procedures and arrange for coordinated promulgation of approved procedures 
Action to implement validated recommendations for correction of mobilization 
readiness and wartime capability deficiencies will be initiated by action agencies 
already designated (the military departments, Joint Staff, JCS, or OSD) and will 
be coordinated with interested elements of DoD through formal staff procedures. 


Prosyect No. 60-12 


Project title: Improvement of the Coordinated Procurement Program. 

Objective: To improve the coordinated procurement program by revising and 
modernizing applicable regulations, and by refining and extending program assign- 
ments. 

Approach: DoD Instruction 4115.1 requires complete revision and possibly 
the publication of separate policy instructions for plant and commodity assign- 
ments to provide the policy guidance, criteria, responsibilities, procedural detail, 
and current information on plant and commodity assignments, and to provide 
the framework necessary to create additional plant and commodity assignments. 

A DOD working group has been established to accomplish the required revisions 
as described above. Based upon approved criteria and application of criteria, 
additional plant and commodity assignments will be created as required (projects 
60-1, 60-2). 

The working group, composed of representatives of OASD (S. & L.), OASD 
(Compt), the military departments, and the Armed Forces Supply Support 
Center, will draft the required revised or new instructions. 

The military services, through a seminar to be sponsored by the working group, 
will provide field reactions to the revised or new instructions. Coordination of the 
revised or new instructions will be effected with the military departments. 


ProsEct No. 60-13 


Project title: Evaluation of the Standardization Program. 

Objective: Conduct an evaluation of the currently scheduled standardization 
program and adjust program plans to conform with actual and expected resources. 

Approach: Complete the current study of the program along with an analysis 
of the objectives, programing, and operations in the standardization area. The 
program will be reemphasized and redirected as necessary to concentrate on essen- 
tial projects. The following steps will be taken: 

1. Review established DOD standardization objectives. 

2. Evaluate program schedules in relation to resources. 

3. Evaluate the necessity of various standardization projects. 

4. Evaluate the actual usage and compliance with specifications and 
standards. 

5. Obtain industrial and professional standards associations’ evaluation of 
military standardization efforts. 

6. Analyze all evaluations with the AFSSC, the military departments, and 
the Office of the Director of Defense Research and Engineering and develop 
revised standardization objectives, policies, and concepts, as necessary. 

The OASD (8S. & L.) has completed the review phase of this project. The 
QASD (S. & L.) will plan and schedule the evaluations and will arrange for partici- 
pation by the Office of the Director of Defense Research and Engineering, Armed 
Forces Supply Support Center, and the military departments. The final product 
will be revised DOD directives, the military manual for standardization, and the 
standardization schedules for fiscal year 1960 and 1961, all of which will be coordi- 
nated with the military departments. 


Prosect No. 60-14 


Project title: Improve the Utilization of the Products of Standardization. 
Objective: To develop means for achieving greater utilization of the products of 
the standardization program in support of supply management programs. 
Approach: Improved procedures and controls will be developed and published 
to insure that inventory records and requirements determination studies properly 
reflect approved standardization actions and that procurement actions give full 
consideration to applicable Federal and military specifications and standards. 
The following specific actions will be undertaken: 
1. Complete a current study underway by OASD (8. & L.) on the use of 
military supply standards for supply items in inventory management. 
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2. Develop with the Armed Forces Supply Support Center and the military 
departments a DoD directive on the use and control of military standards jp 
inventory management. 

3. Develop procedures with the AFSSC for effectively maintaining stang. 
ardization documents to reflect inventory management experience. 

The OSAD (S & L.), in callaboration with the AFSSC, will develop and coord). 
nate the necessary DOD directives. The AFSSC will institute the necessary pro. 
cedural changes in the standardization program and will establish means of reviey. 
ing compliance with established standards in inventory management operations. 


Prosect No. 60-15 


Project title: Extend the Adoption of Industrial Standards in the Departmen 
of Defense. 

Objective: To establish policies and programs to increase the knowledge of 
industry and the public on the defense standardization program and its objec. 
tives; to promote greater participation of industry associations in the standardizg. 
tion program and to eliminate unnecessary duplication between DOD and industry 
efforts. 

Approach: Develop and coordinate a DOD instruction which will authorize the 
use of acceptable industrial standards and specifications in the DOD with q 
minimum of coordination and which will prohibit the establishment of defenge 
standardization projects which will unnecessarily duplicate industrial efforts. 

Review the programs and potential in industry and associations to determine 
the scope of the industrial standardization effort. 

Develop a program of indoctrination for industrial associations and professional 
standards associations to acquaint them with the standardization requirements 
of the DOD and to solicit more active participation by industry. 

Determine the current extent of duplication of industrial and military stand- 
ardization efforts. 

Develop a means of improving the distribution and maintenance of military 
standards and specifications required by industry. 

The OASD (8S. & L.), in conjunction with the Armed Forces Supply Support 
Center, will review industry potential and needs and will develop the necessary 
DOD instructions. The AFSSC will establish and conduct indoctrination pro- 
grams for industrial groups. All efforts will be coordinated with the military 
departments and as appropriate with the Office of Director of Defense Research 
and Engineering. : 

Prosect No. 60-16 


Project title: Control Entry of Nonstandard Items. 

Objective: To establish control requirements to prevent the entry into the 
military supply systems of items determined to be nonstandard or nonpreferred 

Approach: Development of a policy which will provide that proposed new 
items of supply will be reviewed against existing standard and authorized items 
and assure that procedures to implement this policy are integrated with those 
developed under project No. 60-14. Development of this policy includes actions 
to— 

1. Determine the utility of the products resulting from the AIR and 
standardization programs. 

2. Establish proper method of distribution of the products of the AIR 
and standardization programs. 

And in addition, study the desirability of— 

1. Establishing control points of review in functional areas concerned with 
item selection. Particular attention is to be given to the selection of com- 
ponents throughout the design, development, and production phases of 
systems and end items and in the selection of spare parts at time of provision- 
ing. 

2. Establishing justification requirements and channels for review when 
nonstandard items are specified. 

3. Establishing DOD directives concerning control requirements. 

4. Establishing program for evaluation of the effectiveness of controls. 

The OASD (S. & L.), in collaboration with the Office of the Director of Defense 
Research and Engineering and the Armed Forces Supply Support Center will 
conduct studies and prepare and coordinate a DOD directive with the military 
departments. 
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Ne 


Prosect No. 60-17 


Project Title: Interservice Support Policy and Principles. _ 

Objective: To establish basic policies and principles to stimulate and govern 
interservice Support arrangements worldwide. : 

Approach: A policy statement will be developed to include: 

(a) The scope of logistics which are susceptible to interservice assignment. 

(b) Criteria for determination when interservicing assignments should be 
made. 

(c) Criteria for determination as to which military service will be assigned 
an interservice function. 

(d) Provisions for the adjustment of resources attendant to interservice 
assignments. 

(e) A fast, decentralized decisionmaking process to permit agreements at 
the lowest level practicable. 

(f) Uniform definitions for the various techniques for interservicing 
including resource adjustments. 

A joint working group from the military services, the joint staff of the JCS 
and the OASD (S. & L.) has completed a draft DOD directive to accomplish the 
objective of this project statement. The draft directive, modified in part by the 
OSD, has been submitted to the military departments for coordination. Com- 
ments from the military departments have been received and are being analyzed. 

The OASD (S. & L.) will prepare a revised draft of the proposed DOD directive 
based on the comments of the military departments and the joint staff of the JCS. 
This draft will be submitted to the working group for group review and comment. 
The final draft will be coordinated with the military departments. 


Prosgect No, 60-18 


Project Title: Development of Optimum DOD Depot Requirements and 
Organization Structure Consistent With Military Effectiveness and Economy. 

Objective: To eliminate unneeded duplication in depot organization, adminis- 
tration, and operations. 

Approach: A proposed DOD directive providing basic policy to promote opti- 
mum utilization of multicommodity storage sites within each military service 
will be developed by OASD (S. & L.) with participation by the military depart- 
ments. The proposed DOD directive will be coordinated with the military 
departments. 

An analysis will be made of existing depot supply organizational structures 
(ie, Army general and branch depots, Navy primary stock points, Air Force 
AMA’s and weapons systems storage sites), supply distribution patterns and 
facilities to determine overlapping and duplicating areas susceptible to greater 
intraservice integration in accordance with the policy to be developed as indicated 
above. 

The military departments will make this analysis and determine where 
consolidations will be effected. 


Prosect No, 60-19 


Project title: Analysis of Order and Shipping Time. 

Objective: To determine the optimum order and shipping time for materials 
flowing through the supply system, giving due consideration to the fact that the 
supply system must effectively support wartime as well as peacetime operations. 

Approach: The elapsed time between the placement of an order for material 
and receipt of the material must be as short as possible commensurate with the 
military essentiality of the item, the urgency of the need and the economic con- 
sideration involved. 

Increased emphasis should be placed on current service projects covering single 
line issue document and improvements in the requisition priority systems, and 
the projects of the DOD uniform supply documentation working group. The 
0m of these projects will be incorporated in appropriate departmental and 
JOD instructions. The DOD instructions will be coordinated with the military 
departments. In addition, a uniform and optimum priority system for order and 
shipping time must be developed for use in single manager and interservice supply 
support Operations. 

A working group composed of representatives of all military services, chaired 
by OASD (8. & L.) who will conduct the analysis required to develop the uniform 
and optimum interservice priority system for order and shipping time. A DOD 
directive will be developed and coordinated with the military departments. 

55818 O—60——-11 
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Prosect No. 60-20 


Project title: Preservation and Packaging Policies. 

Objective: To develop improved policy which will provide for the application 
of optimal preservation, packaging, and packing methods and materials required 
to protect military supplies during storage and shipping. 

Approach: A basic set of guidelines will be developed that will cover in more 
specific terms than present policies, the various policy aspects of preservation, 
packaging, and packing. 

The OASD (8S. & L.), with assistance from the military services, will develop 
improved policy and criteria covering preservation, packaging and packing of 
military supplies. The results of the recently completed DOD packaging study 
will be used where applicable. : 

A revised DOD directive will be developed and coordinated with the military 
departments. , 

Prosect No. 60-21 


Project title: DOD-GSA Coordinated Storage Space Utilization Program. 

Objective: To develop policy and procedures for the provision of storage space 
to the GSA in active DOD depots. 

Approach: A DOD directive covering the policy and procedures for making 
space available to the GSA as requested will be developed. Such policy and 
procedures will give consideration to the following points: 

(a) Relative inactive bulk stocks of the &SA will be maintained and 
handled by the military department operating the active depot under the 
terms of the existing cross-servicing agreement between DOD-GSA. 

(b) Space in active depots for retail issue of GSA stocks will be allocated 
to GSA on a tenant-landlord basis. 

(c) Depots which are excess to the requirements of the military services 
will be provided to GSA only by transfer of ownership from the military 
department to GSA. If storage space is desired by GSA in inactivated, 
standby military depots, storage space will be provided under arrangements 
whereby the military departments will not furnish maintenance and opera- 
tion either with or without reimbursement. Maintenance and operation 
will be provided for by GSA. 

(d) When a military depot installation which has a GSA storage mission 
is to be inactivated, GSA will be given the option of accepting transfer or 
operational responsibility under conditions outlined in (c) above, or remov- 
ing material stored in accordance with current agreements. 

Storage space and the facilities to be made available to GSA will be determined 
by the individual military departments based on requests from the GSA. 

The proposed DOD directive referred to above will be developed by OASD 
(S. & L.) with participation by the military departments and will be coordinated 
with the military departments. 


Prosect No. 60—22 


Project title: Evaluation of Ammunition Outloading and Storage Facilities. 

Objective: To provide an appropriate balance between ammunition outloading 
and storage facilities and requirements for such facilities, and the development of 
the optimum DOD distribution pattern for ammunition. 

Approach; A current study is developing the optimum DOD distribution 
pattern for the flow of ammunition from manufacturer, through storage, to the 
outloading terminal. 

Based upon the selected DOD distribution pattern, the least desirable facilities 
will be recommended for inactivation. The study is being made by a consultant 
firm. During the course of the study, progressive steps are being coordinated with 
representatives of the Army and Navy and other OSD offices as appropriate. 
Upon completion, the study and its recommendations will be submitted to ASD 
(S. & L.), who, in turn, will coordinate the recommendations with the military 
departments. 

Prosect No. 60-23 


Project title: Integration of Supply and Financial Management Techniques 
and Controls. 

Objective: To assure that supply programs and supply controls and budgetary 
and financial policies, procedures, and controls are compatible and effectively 
support supply operations. 
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Approach: The interrelated supply and financial management techniques will 
be reviewed and recommendations for corrective action, if required, will be 
rocessed to accomplish this objective. 

A comprehensive study plan will be developed by a joint working group to 
accomplish the scope of the reviews. Currently available and applicable study 
results, including AFSSC Project 59-2, which are available in the military depart- 
ments, the OSD, and the AFSSC will be utilized in the development of the study 
Pet he study plan will be coordinated with the ASD (S. & L.), the ASD (Comp- 
troller), the joint staff of the JCS, and the military departments. 

The review will be conducted by a joint working group which will develop 
conclusions and recommendations. 

Personnel for the joint working group will be provided as follows: 


Office of the Secretary of Defense (Supply and Logistics) 
Office of the Secretary of Defense (Comptroller) __-__..........-.------- 
Joint Chief of Staff._.....--- : PRP 58 ah ate Pr alelty <2 uit. 
Air Force Supply Support Council 
Military departments (each) a oe ree 
1 Assistant Secretary (Finance Management). 
1 Assistant Secretary (Logistics). 


i 
' 
' 
\ 
' 
BND peed feed fees peed 


The review will consider: 

1. The advantages and disadvantages of stock fund operations under the 
“vertical and horizontal’ concepts of organization and extension to the 
retail level. 

2. What operating controls can be submitted for the currently prescribed 
apportionment controls. 

3. The documentation and validation of problems attributed to stock funds 
and recommendations for solution. 

The review program will include field analyses. The reports of the review team, 
together with the conclusions and recommendations, will be coordinated as appli- 
cable within the DOD. 

Evaluated conclusions and recommendations will be coordinated with the ASD 
(Comptroller), the military departments, and the joint staff of the JCS by the 
ASD (S. & L.). 

Approved recommendations for revision to administrative regulations and 
existing legislation will be processed through normal channels. 

Approved recommendations will be processed by revision to existing regulation 
or legislation as applicable. 

Prosect No. 60-24 


Project Title: Improvement of Commodity Single Manager Progress Report. 

Objective: To provide the single managers and OSD with adequate uniform 
management data to facilitate the supervision of the single-manager operating 
agencies. 

Approach: Uniform minimum essential performance data which will permit 
the maintenance of consistent, continuous statistical data upon which to base 
evaluation of operations and measure progress will be developed for reporting on 
a periodic basis by operating agencies to the single manager and the Office of the 
Secretary of Defense. 

The present single manager quarterly report will be revised to eliminate non- 
essential data, add essential management statistics, and improve format to facili- 
tate review and analysis. 

A proposed revised report format and instruction will be developed by OASD 
(8S. & L.) in coordination with OASD (Comptroller) and coordinated with the 
military departments 

Upon coordination with the military departments, the current DOD instruction 
will be revised. 
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Prosect No. 60-25 


Project title: Development of management data for coordinated procurement 
program, 

Objective: To provide the military departments and the OSD with adequate 
uniform management data to facilitate the supervision of the coordinated pro. 
curement program. 

Approach: An interim management report has been installed on a trial basis 
After 6 months’ experience, this report will be refined as required and established 
as a permanent report. 

A working group, composed of representatives of OASD (S. & L.), OASp 
(Comptroller), and the military departments will develop the required report and 
incorporate it in DOD Instruction 4115.1, the master directive for the coordinated 
procurement program. 

Procurement offices will compile and submit the report to their parent military 
departments for analysis and consolidation. Consolidated reports will be syb. 
mitted by the military departments to OSD for review. 


Prosect No. 60-26 


Project title: Surplus sales structure and management improvement program, 

Objective: To establish surplus sales office on an interservice basis, by con. 
solidating existing sales points (315) into 35 new interservice sales offices: to 
establish one interservice sales information office on a national basis; and to 
initiate other management improvements as required. 

Approach: A comprehensive review and analysis of this area has been completed 
and recommendations developed calling for the establishment of surplus sales 
offices on an interservice basis by consolidating 315 existing sales points into 35 
new interservice sales offices and establishment of one interservice sales informa- 
tion office on a national basis. 

Other management improvements call for establishment of an integrated surplus 
disposal training program, and improved merchandising methods which include 
changing the basic terms of “‘excess,’”’ ‘“‘surplus,’”’ and ‘‘foreign excess’’ for more 
realistic terminology such as “redistributable property’’ for ‘‘excess property” 
and “salable or marketable property” for “surplus” and “foreign excess property.” 
In addition, consideration will be given to taking such action as is necessary to 
the development and utilization of more realistic values than acquisition cost for 
reporting of surplus and foreign excess personal property. 

An OASD (S. & L.)-military service working group has completed a review and 
analysis of the surplus sales structure. This same working group will consider 
additional management improvements and develop subsequent recommendations 
The approved program will be published in a DoD directive after coordination 
with the military departments. Necessary changes in existing legislation will be 
processed through normal channels. 


GLOSSARY OF TERMS 


Armed Forces Supply Support Center, actions of 

Actions indicated as a responsibility of the Armed Forces Supply Support 
Center will be undertaken after approval by the Armed Forces Supply Support 
Council. Recommendations made by the AFSSC will be subject to the approval 
of the Armed Forces Supply Support Council. 
Coordinated procurement 

Single procurement assignments on either plant or commodity bases. 
Designated classification agency 

An agency which has been given the item classification assignment after coor- 
dination by the military departments or the Armed Forces Supply Support 
Council. 
Directly related to a weapon 

A component, assembly, or part of a weapon and directly associated and 
specialized: (1) guidance equipment; (2) weapons-handling and _ launching 
equipment; (3) training devices; or (4) tools and test equipment, including 
components, assemblies, and parts therefor. 
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General Services Administration 
As used, relates to the following facilities and sources of supply: 
1. GSA stores depots. 
2. Federal supply schedule. 
3. National buying program. 


Homogeneous groups 

When used in connection with the single manager technique: ‘‘Items of supply 
with common basic material content, produced by a common segment of industry 
or items of supply having the same general functional application.’”” When used 
in connection with the coordinated procurement program: ‘‘Items of supply with 
common basic material content, produced by a common segment of industry.”’ 


Interservice supply support 

All materiel management functions at the depot (primary stock point) and 
inventory control point levels are performed by one military service for the benefit 
of two or more military services. (No inferences should be drawn from this 
definition as to the funding aspects of interservice supply support.) 
Items of supply 

Materiel within the scope of the Federal Catalog System carried in stock at any 
level to support operations. (Excludes research and development items and 
weapons as defined below.) 
Materiel management 

Management of an item of supply from determination of requirements to 
disposal. (In some cases certain functions may be excluded.) 
Primary operational mission 

Functions as assigned to each military service under the respective “primary 
function” sections of DOD Directive 5100.1 dated December 31, 1958. 
Weapon 

Aircraft, vessels, missiles, artillery, small arms, combat vehicles, air defense 
systems, air defense communications systems, and special weapons. 
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APPENDIX 4 —POLICY ON CONSOLIDATED SURPLUS SALES MANAGEMENT 


APPENDIX 4—A 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 25, D.C 





JAN 't 1080 


SUPPLY AND LOGISTICS 





Dear Mr. Holifield: 


I em enclosing copies of DoD Instructions $160.26 and 5160.29. 
These Instructions will establish consolidated surplus sales offices 
and an Armed Forces surplus property bidders registration and sales 
information office in the Department of Defense. 


The establishment of consolidated surplus sales offices will result 
in the reduction of surplus sales outlets from the existing 315 to 35. 
This action will permit more effective management of the surplus sales 
function and will result in more wiformity by military sales activities 
in their dealings with the public. The establishment of an Armed Forces 
surplus property bidders registration and sales information office vill 
enable prospective purchasers to deal with only one military agency in 
Deing placed on the bidders’ lists for the sale of surplus property. 
Tt will eliminate duplication throughout the military services in the 
maintenance of individual bidders' lists. 


I eam also enclosing a copy of the Task Group Report vhich was the 
basis for the issuance of the two Instructions. 


I trust that this information will be helpful to you and fulfills 


ma Sincerely yours, 
Inclosures 
As stated PAUL H. RILEY 
Director 


Supply Management Policy 


Honorable Chet Holifield 
House of Representatives 
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APPENDIX 4—B 


NUMBER 5160. 28 
pare January 11, 1960 


. AS 
Department of Defense Instruction sare 


suBJECT Armed Forces Surplus Property Bidders Registration and Sales 


Information Office 


References: (a) DoD Instruction 4160.4, "Preparations for Sale and Sales of 


II. 


Il. 


Surplus Personal Property, Including Foreign Excess” 
(b) DoD Instruction 7310.1, “Accounting and Reporting on 

Expenses and Disposition of Proceeds from Sale of Scrap, 

Salvage, Surplus or Foreign Excess Personal Property" 
PURPOSE 
The purpose of this Instruction is to assign responsibility to the 
Department of the Air Force to establish and operate an Armed Forces 
Surplus Property Bidders Registration and Sales Information Office 
(AFSPBRSIO) which will maintain a central bidders’ list of surplus buyers 
and serve as the Department of Defense focal point for all inquiries 
pertaining to the sale of military surplus property. 


OBJECTIVES 


The establishment of the AFSPBRSIO is designed to accomplish the 
following results: 


A. Provide a single source whereby prospective buyers may establish 
bidders’ list requirements and obtain sales information pertaining to 
all military selling activities. 


B. Assure adequate market coverage in order to obtain maximum competition 
and return from sales. 


Q 


Eliminate duplication and overlapping of effort between and among the 
Armed Services selling activities in connection with the maintenance 
of individual bidders‘ lists. 


D. Provide reproduction and distribution of sales offerings for all sales 
activities. 


E. Develop management-type data as deemed necessary and agreed on jointly 
by the military services. 


SCOPE AND APPLICABILITY 


The services performed by the AFSPBRSIO shall be applicable, as provided 
herein, to competitive bid sales of surplus personal property in the 
United States, except Alaska and Hawaii, and may, at the discretion of 
the military departments, be made applicable to the sale of overseas 
surplus and foreign excess personal property, and to contractor inventory 
not to be retained or otherwise disposed of by a contractor or 
subcontractor. 
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IV. RESPONSIBILITIES 


A. 


The Department of the Air Force will establish and operate the 
AFSPBRSIO. The Department of the Air Force will provide for 
supervision and administrative support of the AFSPBRSIO and will 
furnish necessary personnel, fiscal support, and facilities re- 
quired for its operation. The other military services will 
provide necessary liaison personnel to the AFSPBRSIO. 


The AFSPBRSIO is responsible for: 


l. Establishment of commodity listings that will relate military 
surplus property to commercial and industrial trade systems 
and practices. 


2. The integration of all bidders' lists used by selling activities 
in the United States, except Alaska and Hawaii. 


3. Furnishing replies to inquiries pertaining to the sale of 
military surplus personal property. 


4. Maintenance of nation-wide and geographical area listings of 
bidder information by commodity groups. 


5. Preparation and maintenance of "How to Buy Surplus" pamphlet. 
6. Furnishing bidders’ lists to the selling activities upon request. 


7. Making necessary arrangements for reproduction and distribution 
of sales offerings for the selling activities and when required 
for holding activities. 


8. Recommending changes in policies and practices necessary to 
resolve, eliminate, or reduce to a minimum any problems incident 
to assigned functions. 


9. Performing travel to military selling activities to assist those 
activities in utilizing the services of the AFSPBRSIO, and to 
evaluate both the effectiveness of those services and their 
utilization. 


10. Performing such other related functions as may be required by 
the ASD(S&L) or as may be jointly requested by the military 
departments. 


Each of the Armed Services will continue to be responsible for its 
disposal programs other than maintenance of bidders’ lists and 
reproduction of sales offerings at assigned selling activities. The 
services of the AFSPBRSIO will be used for the sale of all surplus 
items (including scrap and waste) except negotiated sales made under 


} 
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emergency conditions. In addition, eech service will be responsible 
for assigning representatives to the AFSPBRSIO to assist in the 
initial integration of bidders’ lists, the development of operating 
procedures and the performance on a continuing basis of necessary 
liaison functions between the AFSPBRSIO and the respective service 
selling activities on day-to-day operational matters. At such time 
as the AFSPBRSIO is in operation and is able to provide its services 
the selling activities will submit to the AFSPBRSIO a reproducible 
copy of its Invitations for Bid or other sales media for repro- 
duction and distribution. As soon as practicable after a sale, 
information relative to sales participation and other jointly agreed 
on information will be forwarded by the selling activities to the 
AFSPBRSIO. 


IMPLEMENTATION 


The Department of the Air Force will monitor the preparation of jointly 
developed procedures governing the operation of the AFSPBRSIO. A copy 
of the procedures will be furnished to the Assistant Secretary of Defense 
(Supply and Logistics) within 90 days after the effective date of this 
Instruction. Implementation of the procedures will be effective with the 
availability of resources to accomplish the purpose of this Instruction. 


cm evn VOM 


PERKINS McGUIRE 
Assistant Secretary of Defense 
(Supply and Logistics) 
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APPENDIX 4—C 


NUMBER 5160. 29 
pare January 11, 1960 





SUBJECT Establishment and Operation of Consolidated Surplus Sales Offices 


References: (a) DoD Instruction h160.i, "Preparations for Sale and Sales of 


II. 


Surplus Personal Property, Including Foreign Excess" 
(bv) DoD Instruction 7310.1, “Accounting and Reporting on 
Expenses and Disposition of Proceeds from Sale of Scrap, 
Salvage’, Surplus or Foreign Excess Personal Property" 
(c) DoD Instruction 4160.17, "Reporting Requirements for DoD 
World-Wide Excess, Foreign Excess and Surplus Materiel" 
(a) DoD Instruction 5160.28, "Armed Forces Surplus Property 
Bidders Registration and Sales Information Office 


PURPOSE 


The purpose of this Instruction is to assign responsibility to the 
military departments to establish consolidated surplus sales offices in 
the United States, except Alaska and Hawaii, for the sale of Department 
of Defense surplus personal property; to designate geographical area and 
military service sales assignments; and to prescribe general policies and 
practices relative to the operation of the consolidated surplus sales 
offices and holding activities. 


APPLICABILITY 
This Instruction is applicable to the military departments and to the 


sale of all surplus personal property(except contractor inventory) 
physically located in the United States, except Alaska and Hawaii. 


III. POLICY 


A. Establishment of Consolidated Surplus Sales Offices 


Consolidated surplus sales offices will be established by the military 
services. The location of each consolidated surplus sales office, 
geographical area of responsibility, holding activities to be served 
and the military service responsible for all aspects of the operation 
of each sales office are specified in Inclosure 1. Military Depart- 
ments may permit installations that are scheduled for or are in the 
process of inactivation to continue selling surplus property when it 
is determined that consolidation would adversely affect the phase out 
of such installations. Consolidation of sales will be effected for 
each sales office by 1 January 1961, and the assignment of area and 
sales offices will not be changed without the approval of the Assistant 
Secretary of Defense (Supply and Logistics). 


n> ee 
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B. Operation of Consolidated Sales Offices 


Fach military service will be responsible for all phases of the 
operation of assigned consolidated sales offices and will prescribe 
detailed operating procedures for such offices and holding activities, 
subject to the policies and procedures contained in this Instruction. 
General policies and practices to be followed are included in 
Inclosure 2. 


Ce Contractor Inventory 


This Instruction is not applicable to contractor inventory. However, 
each military service will encourage the use of the consolidated 
surplus sales offices for the sale of contractor inventory when this 
means is considered more appropriate. 


IV. ACCOUNTING 
Accounting for proceeds from sales will be in accordance with reference (b). 
y. REPORTS 


Reports will be in accordance with references (b) and (c). Reports required 
by a military service from consolidated surplus sales offices assigned to 
another military service will be requested from the military service to 

, which the consolidated sales office is assigned. 


VI. IMPLEMENTATION 


A. oplementation of this Instruction by the military departments will be 
in accordance with a time-phased plan to be jointly developed and 
coordinated by the OASD(S&L) and the military departments and will be 
contingent upon the military departments being furnished such additional 
resources as are required for implementation. 


| B. ‘The military departments will collaborate on the preparation of joint 
: implementing regulations in order to insure uniformity of instructions 
to inter-service elements involved. 


( A i #02 VG ite x 


“y Inclosures - 2 PERKINS McGUIRE 


1. Sales aoe . Assistant Secretary of Defense 
2. Consolidated Surplus Sales S eo dL . 
: Policies and Practices Pam ee reomes 


int 
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CONSOLIDATED SURPLUS SALES OFFICES (CSSO'S) 


AREA NO. 1 - Washington and Oregon 





Sales Point - Auburn General Depot (Army) 


Satellite Activities - All Army, Navy, Air Force and Marine Corps instal- 
lations in Area No. l 


AREA NO. 2 - California, North of 36° parallel and Nevada 
Sales Points - 
1. Oakland NSC (Navy) 
Satellite Activities - All Navy and Marine Corps installations in Area No. 2 
2. McClellan AFB (Air Force) 
Satellite Activities - All Air Force installations in Area No. 2 j 
3. Sharpe General Depot (Army) 
Satellite Activities - All Army installations in Area No. 2 
AREA NO. 3 - California, South of 36° parallel 
Sales Points - 
1. San Diego NSD (Navy) 


Satellite Activities - All Navy installations in Area No. 


tw 


2. Norton AFB (Air Force : 
Satellite Activities - All Air Force installations in Area No. 3 

3. Barstow MC Supply Center (Marine Corps) 
Satellite Activities - All Marine Corps and Army installations in Area No. 3 

4, WAS, North Island, San Diego (Specialized) (Navy) 


Satellite Activities - All Navy installations in U. S. for Aircraft only 


1 


le 


\& 


25 


1 
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0. 4 - Arizona 
AREA NO.” 


Sales Point - 2704th Air Force Aircraft Storage and Distribution Group, 
ae Davis-Monthan Air Force Base, Arizona 


Satellite Activities - All Arny, Navy, Air Force and Marin 
——— ‘ 


installations in Area No. 4 


AREA NO. 5 - Utah, Idaho, Montana and Wyoming (except Laramie County) 


| 


Sales Point - Clearfield NSD (Navy) 





Satellite Activities - All Army, Navy, Air Force and Marine Corps 


~ 
installations in Area No. 5 





AREA NO. 6 - Colorado, North Dakota, South Dakota, Iaramte County, Wyoming, 
Nebraska West of 102” meridian 


Sales Point - Pueblo Ordnance Depot (Arny) 





Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 6 





AREA NO. 7 - New Mexico, Texas West of Pecos River 





Sales Point - Fort Bliss (Army) 





Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 7 





. e inal 
8 - Texas, Bast of Pecos River, South of 31 


AREA NV 


cS 


parallel 





Sales Point - Kelly AFB (Air Force) 





Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 8 





AREA NO. 9 - Texas East of Pecos River, North of 31° parallel 
Sales Point - Fort Worth General Depot (Army) 


Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. $ 


AREA NO. 10 - Oklahoma 





Sales Point - Tinker AFB (Air Force) 





Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 10 
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AREA NO. 11 - Kansas, Nebraska East of 102° parallel, Missouri and Iowa 
West of 93° meridian 





Sales Point - Ft. Leavenworth (Army) ARE 





Satellite Activities - All Army, Nevy, Air Force and Marine Corps 
installations in Area No. 11 





AREA NO. 12 - Minnesota, Wisconsin, Iowa East of 93° meridian, and Illinois 
North of 40° parallel 


Sales Point - Rock Island Arsenal (Army) 

















, ARE 
Satellite Activities - All Army, Navy, Air Force and Marine Corps ? 
installations in Area No. 12 | 
AREA NO. 13 - Missouri East of 93° meridian, Dlinois South of 40° parallel | 
Sales Point - Granite City Engineer Depot (Army) = 
Satellite Activities - All Army, Navy, Air Force and Marine Corps | 
installations in Area No. 13 i 
AREA NO. 14 - Arkansas, Tennessee West of 87° meridian, ssissippi North 
of 33° parallel 
Sales Point - Memphis General Depot (Army) ARE 
Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area. No. 14 
AREA NO. 15 - Mississippi South of 33° parallel, Alabama South of 330 
parallel, Florida West of Apalachicola River and Louisiana ARE 
Sales Point - Brookley AFB (Air Force) 
Satellite Activities - All Army, Nevy, Air Force and Marine Corps 
installations in Area No. 15 
AREA NO. 16 - Florida East of Apalachicola River : 
Sales Point - NAS Jacksonville (Navy) 
Satellite Activities - All Army, Navy, Air Force and Marine Corps - 


installations in Area No. 16 


AREA NO. 17 - Georgia South of 33° parallel, South Carolina South of 
33° parallel 


Sales Point - Supply Center, Albany (Marine Corps) 


Satellite Activities - All Army, Navy, Air Force and Marine Corps } 
installations in Area No. 17 
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AREA NO. 18 - Alabama North of 33° parallel, Tennessee Bast of 87° 
———~_ meridian, Georgia North of 33° parallel, South Carolina 
North of 33° parallel 
Sales Point - Atlanta General Depot (Army) 


Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 18 


AREA NO. 19 - North Carolina, Virginia South of 38° parallel 


Sales Point - NSC Norfolk (Navy) 


e 


Satellite Activitd Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 19 


AREA NO. 20 - Kentucky and West Virginia 





Sales Point - Lexington Signal Depot (Army) 





Satellite Activities - All Army, Navy, Air Force and Marine Corp 
installations in Area No. 20 





AREA NO. 21 - Maryland, District of Columbia, Virginia North of 38° parallel 





Sales Point - Fort Holabird (Ary) 





Satellite Activities - All Army, Navy, Air Force and Marine Corp 
installations in Area No. 2] 


a 





AREA NO. 22 - Ohio, Indiana and Michigan 





1. Gentile AF Depot (Air Force) 
Satellite Activities - All Air Force installations in Area No. 22 

5 Columbus General Depot ( Army) 

ce WY oe i" Ae J ASA Gs «x v \ ak J 
Satellite Activities - All Army, Navy and Marine Corps installations 
we Ys Y P 


in Area No. 22 
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AREA NO. 23 - Pennsylvania, New Jersey, New York South of 42° parallel 
Sales Points - 
1. Philadelphia Naval Shipyard (Navy) 
Satellite Activities - All Navy and Marine Corps installations in Area 23 
2. Fort Dix (Amy) ? 
Satellite Activities - All Army installations in Area No. 23 except 
Letterkenny Ordnance Depot and New Cumberland 
General Depot 
3- Olmsted AFB (Air Force) 
Satellite Activities - All Air Force installations in Area No. 23 
4. Letterkenny Ordnance Depot (Army) . 
Satellite Activities - New Cumberland General Depot 
5. New York Shipyard (Specialized) (Nevy) 
Satellite Activities - All Navy installations world-wide for ships only 
AREA NO. 24 - New York State North of 42° parallel 
Sales Point - Schenectedy General Depot (Army) : ' 


Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 24 


AREA NO. 25 - Maine, New Hampshire, Vermont, Massachusetts, Connecticut 
and Rhode Island 


Sales Point - Newport Naval Supply Depot (Navy) 


Satellite Activities - All Army, Navy, Air Force and Marine Corps 
installations in Area No. 25 
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CONSOLIDATED SURPLUS SALES POLICIES AND PRACTICES 


Definitions 


Personal Property - Property of any kind or any interest therein 
except real property and records of the Federal Government and naval 
vessels of the following categories: aircraft carriers, battleships, 
cruisers, destroyers, and submarines. For the purpose of this Instruction 
naval vessels listed above will be included and treated as personal 
property. 


Consolidated Surplus Sales Office - An activity of a military service 
designated to perform the sale of surplus personal property of holding 
activities of one or more military services physically located within an 
assigned geographical area. 


Holding Activity - An activity having physical custody or control 
of surplus personal property. 


Specialized Surplus Sales Office - An activity designated to perform 


the sale of a specialized type of surplus personal property on a nation- 
wide or world-wide basis. 


‘ 


Responsibilities of the Military Departments 


A. Publish, in coordination with each other, joint instructions to 
standardize procedures for the operation of consolidated surplus sales 
offices and holding activities with respect to the sale of surplus pers- 
onal property. 


B. Coordinate the scheduling between sales offices for the sale of 
like items. 


Responsibilities of Consolidated Surplus Sales Offices 


A. Develop schedules in coordination with holding activities to be 
followed by holding activities in submitting surplus listings in order that 
similar material from holding activities may be included in sales 
offering(s). 


B. Determine method of sale which will be most effective for the 
type of property referred for sale by holding activities and either con- 
duct such sales or authorize the holding activities to conduct sales of 
items having local holding activity area interest when the holding 
activity has the capability to conduct such sales and it would be un- 
economical or impracticable for the Consolidated Sales Office to do 
otherwise. 


55818 O—60 12 
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C. Furnish holding activities with an advance copy of sales 
offerings in order that descriptions may be verified and lots identified 
and marked to facilitate inspection by prospective buyers. 


D. Schedule sales by property type at least once a month or more 
often when circumstances warrant. Small lots of miscellaneous property 
not justifying a separate offering will be assembled into one catalogue 
and will be sold as a miscellaneous offering at least once a month. 


E. Review listings of property referred by holding activities to 
insure that descriptions and other data provided are adequate for an 
effective sale. 


F. Maintain a bidders' list by type of material broken down into 
commodity groups until such time as this function is performed by the 
Armed Forces Surplus Property Bidders Registration and Sales Information 
Office (Reference (d)). At such time all requests for placement on 
bidding lists will be forwarded to the Armed Forces Surplus Property 
Bidders Registration and Sales Information Office. 


G. Prepare all sales offerings and bring to the attention of the 
buying public by use of direct mail, notice to trade organizations, by 
posting in public places, and by both free and paid advertising in 
newspapers, magazines, radio and television, except that the holding 
activities may prepare sales offerings and conduct such advertising for 
those sales it is authorized by the sales office to conduct in accordance 
with service regulations. 


H. Forward sales offerings to the Armed Forces Surplus Property. 
Bidders Registration and Sales Information Office for preparation of 
mailing list, reproduction and distribution. The sales offices will 
perform the above functions until such time as the Armed Forces Surplus 
Property Bidders Registration and Sales Information Office is able to 
perform then. 


I. Make awards on all sales except for those authorized to be 
conducted by the holding activities. Consult with holding activities 
before award, when considered appropriate, to assure that prices bid are 
not below an expected fair return. 


J. Issue shipping/delivery instructions to holding activities 
releasing property to purchasers. 


K. Hold meetings with the disposal officers of the holding activities 
as required for the purpose of reviewing established procedures and to 
minimize inter-service problems connected with the consolidated sales 


program. 
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L. Refer inter-service problems that cannot be solved locally to the 
appropriate higher headquarters. 


M. Provide technical assistance on a continuing basis to holding 
activities on merchandising matters to include lotting, segregation, 
display, inspection, etc.. 


N. Provide information on bidder participation in sales to the 
holding activity which will assist in the effective lotting, display 
and merchandising of surplus property for future sales. 


0. Provide essential information required by holding activities 
to complete service reports and analysis of the disposal program. 


P. Provide holding activities with information concerning the 
deposit of proceeds of sales. 


Q. Refer surplus property for Department of Justice clearance when 
appropriate in accordance with service instructions. 


R. The consolidated surplus sales offices will have no authority 
or responsibility with respect to demilitarization policies or procedures 
or the method or degree of demilitarization. 


Responsibilities of Holding Activities 


A. lot, segregate and display surplus property in such a manner 
as to insure maximm return for surplus property. 


B. Forward lists of surplus property for sale to the consolidated 
sales office to which assigned in the prescribed format and schedule. 


C. Conduct sales by the retail method in accordance with applicable 
service directives. 


D. May conduct negotiated sales and spot bid sales when it would 
be uneconomical or impracticable for the consalidated surplus sales office 
to conduct the sales and prior written approval is obtained from the 
consolidated surplus sales office, except negotiated sales covering 
property dangerous to health and welfare or subject to rapid spoilage or 
deterioration may be accomplished with subsequent notification to the 
consolidated surplus sales offices when circumstances warrant. 


E. Forward all requests for placement on bidders' lists to the 
assigned consolidated surplus sales office or the Armed Forces Surplus 
Property Bidders Registration and Sales Information Office, as appropriate. 
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F. Upon receipt of an advance copy of sales offering, verify 
description, identify and tag each lot with the appropriate lot number 
and sales offering. For lots consisting of several large units, mark 
each unit with lot number and indicate on each card total number of 
units in the lot. 


G. Release material to successful purchaser upon receipt of 
shipping/delivery instruction from the surplus sales office. 


H. Forward completed delivery documents to the assigned consolidated 
surplus sales office in accordance with service instructions. 


I. Notify the consolidated surplus sales office to which assigned 
immediately when a purchaser fails to remove property in full by the 
date specified in the sales contract or fails to camply with any other 
contractual obligation. 


J. Refer surplus property for market impact clearance when 
appropriate in accordance with service instructions. 


s 

K. Furnish the consolidated surplus sales office with complete terms 
and conditions to be included in sales contract for items requiring 
demilitarization by a contractor. Supervision of contractor demili- 
tarization requirements to insure compliance will normally be provided 
by the holding activity when property is demilitarized on the military 
installation. When property is removed from the installation for 
demilitarization, the consolidated surplus sales office will make 
necessary arrangements to insure compliance with demilitarization require- 
ments by the contractor. 


Re ibilities of cilalized lus Sales Offices 
Specialized Surplus Sales Offices will have the same responsibility 


as in Section III above for Consolidated Surplus Sales Offices relative 
to the sale of the specialized commodities assiged. 
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APPENDIX 5—SINGLE DEPARTMENT PROCUREMENT ASSIGNMENT 
FOR ELECTRON TUBES 
Avaust 3, 1959. 
Memorandum for— 
The Assistant Secretary of the Army (Logistics). 
The Assistant Secretary of the Navy (Material). 
The Assistant Secretary of the Air Force (Materiel). 
Subject: Decisions regarding a single department procurement assignment and 
assignee for common electron tubes. 
Definition: SDPA—Single department procurement assignment. 
Reference is made to- 

(a) Our agreement at a meeting held on January 15, 1959, to create an 
ad hoc committee to determine the feasibility of a single department procure- 
ment assignment for electron tubes, and to further determine the department 
which should be given this assignment. 

(b) The ad hoc committee’s report dated 27 February 1959, which recom- 
mended that. an SDPA not be made, and which concluded that the tube- 
procuring offices of the Departments of Army and Navy were equivalent in 
performance and the Air Force activity was not as effective because of the 
existence of a procurement backlog. 

(c) Memorandums, subject: ‘Single Department Procurement Assignment 
of Common Electron Tubes” dated March 24, 1959 (Army), April 17, 1959 
(Navy), and March 3, 1959 (Air Force), in which the Army and Air Force 
agreed and the Navy disagreed with the committee’s recommendation that 
an SDPA not be made. 


Inasmuch as the committee and the military departments failed to agree on 
this SDPA and the assignee, this office has made a further detailed analysis of the 
committee’s report, your respective depart mental positions, and other data secured 
during a field trip to the concerned inventory control points of the three military 
departments during the week of July 13-17, 1959. As a result of this further 
study, this office has reached the following conclusions: 

1. That the potential savings estimated by the committee were significantly 
understated. 

2. The increased inventory costs anticipated by the committee are not con- 
sidered to be justified. There is no indication that the existing SDPA’s required 
an inventory increase. An increase in tube inventories can be avoided if, during 
the transition to the SDPA procurement cycle, each military department is 
authorized to effect procurement through the procuring department at any time 
necessary to maintain currently authorized inventory levels. 

3. Taking into consideration the price advantage secured by the Air Force at 
present, it is estimated that savings under this SDPA should be considerably 
greater than $159,000 per year, perhaps as much as $2.2 million per year. 

4. The production of electron tubes with inherent high startup costs and po- 
tential for sharp price reductions as quantities increase particularly lends itself 
to consolidated procurement and the phasing of orders into industry by a single 
procuring agency. 

5. The Air Force procurement operation, which the committee found sub- 
standard, has been vastly improved and now meets acceptable standards. 

6. The following factors favor assignment to the Department of the Air Force: 

(a) Predominant interest-—The Air Force procured 50 percent of the DOD 
common dubes in fiscal year 1959; Air Force sales accounted for 80 percent of the 
DOD tube sales (all tubes) in fiscal year 1959; Air Force inventory represented 
61 percent of total DOD tube inventory (all tubes) at the end of fiscal year 1959. 

(b) Economy in procurement.—The Air Force pays the lowest prices of any 
service for common tubes. 

(c) Capability to absorb workload.—The Air Force is currently procuring over 
50 percent of the total tubes used within the DOD. Assumption of the SDPA, 
therefore, would be less burdensome to the Air Force than to either Army or 
Navy. 

7. Lagree with the committee’s conclusion that there is no basis for industry's 
concern than an SDPA will tend to favor certain segments of industry providing 
that the procuring department operates the SDPA in accordance with DOD’s 
procurement practices and policies. 

In view of the foregoing, I have determined that an assignment will be made, 
and that the Air Force will be the assignee. This assignment is to be fully im- 
plemented by March 31, 1960. The Air Force, in conjunction with the other 
military departments, will prepare and submit to this office by December 31, 
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1959, for approval the detailed implementing procedure required to operate this 
assignment. The format prescribed by inclosure 3 of DOD Instruction 4115.1 
will be used. 

This assignment will be subject to two special provisions: 

(a) Any Department can effect a procurement through the procuring depart- 
ment at any time required to maintain currently authorized inventory levels 
until completion of the transition to a coordinated procurement schedule to be 
developed by the three departments as a part of the implementing procedure, 

(b) The procuring department will remain cognizant at all times of the necessity 
of avoiding favoritism to certain segments of the industry under an SDPA, and 
will take steps to insure that equal trade opportunities are afforded to all of the 
industry. 

PERKINS McGutre. 





APPENDIX 6—SINGLE MANAGER ASSIGNMENTS FOR GENERAL 
SUPPLIES AND INDUSTRIAL SUPPLIES 


APPENDIX 6—-A 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D.C., November 6, 1959 
Memorandum for 
The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 
Subject: Single manager assignments. 

As you know, the single manager plan has been applied to several common 
commodity and service activities within the Department of Defense. This plan 
has been in operation for 3 vears. During this time, the plan has received con- 
siderable review and has proved to be an effective and economical method of 
consolidating our common supply and service systems. 

Because of the effectiveness and economies inherent in the single manager 
plan, I have decided to extend the plan to two other commodities at this time, 

Effective January 1, 1960, the following additional commodity single manager 
assignments are established: 

The Secretary of the Army is assigned responsibility as the single manager for 
military general supplies. The Secretary of the Navy is assigned responsibility 
as the single manager for military industrial supplies. 

The Secretaries of the military departments and the Assistant Secretary of 
Defense (Supply and Logistics) will jointly develop Department of Defense 
directives to implement the assignments indicated above. These directives 
should follow the format and content used in directives for clothing and textiles, 
medical supplies and subsistence, except that the use of stock funds to finance 
retail inventories will not be mandatory. 

It is my desire that these single manager assignments will become fully opera- 
tional as soon as possible. Plans to this end will be developed jointly by the 
Office of the Assistant Secretary of Defense (Supply and Logistics), military 
departments, and the Armed Forces Supply Support Center. 

Plans to fully implement these assignments will provide for the orderly con- 
solidation of requirements, procurement, distribution, cataloging, standardization, 
disposal and budgeting functions so that supply support to the operating forces 
will not be interrupted. 

THomMas §S. GATEs, 
Deputy Secretary of Defense. 


APPENDIX 6-B 


DEPARTMENT OF DEFENSE, 
OFFICE oF PuBLIC AFFAIRS, 
NEws SERVICE, 
November 10, 1959. 


GENERAL SUPPLY OPERATIONS COME UNDER SINGLE MANAGER PLAN 
Designation of the Secretaries of the Army and Navy as single managers for 


general and industrial supplies, respectively, was announced today by Secretary 


of Defense Neil H. McElroy. 
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This expansion of the concept of integrated supply management and procure- 
ment of common supplies and equipment within the Department of Defense 
was based on studies by the Armed Forces Supply Support Center and the military 
services of the capabilities of each service. 

Under the assignment, the Army will provide all military services with military 
general supplies which include such items as housekeeping supplies, handtools 
and the like. The Navy will provide military industrial supplies which include 
hardware and related items. Agencies to carry out these assignments will be 
established January 1, 1960, and will become fully operational as soon as possible 

The single managers will be charged with complete responsibility for wholesale 
supply of the Armed Forces in their respective commodity areas. This includes 
responsibility for deciding what will be bought, purchasing, cataloging, standard- 
ization, distribution, and the disposal of excess items in the system. 

Along with the creation of these additional commodity managers, an integrated 
distribution system and uniform operating procedures for all single managers 
will be developed to facilitate effective supply operations. 

Previous single manager assignments have been established for subsistence 
(Army in May 1956), clothing and textiles (Army in May 1956), medical supplies 
(Navy in May 1956), petroleum (Navy in July 1956), air transport services 
(Air Force in December 1956), sea transportation service (Navy in May 1956) 
and traffic management (Army in May 1956). Since responsibilities under the 
single manager plan are carried out by one service for all the services, undesirable 
competition in procurement and unnecessary duplication of effort are avoided. 
During the 3 years the system has been in operation, substantial economies 
have resulted from streamlined distribution systems and reductions in inventory, 
storage space, personnel, and overhead. 

Additional assignments for management by the Army, Navy, or Air Force 
are being considered. 


APPENDIX 6—C 
QUESTION AND ANSWER SHEET-—SINGLE MANAGERS 


1. Q. What is a single manager? 

A. A single manager is the Secretary of a military department who is invested 
with responsibility for carrying out a common supply or service function for the 
entire Department of Defense; that is for all military services. At present, all 
three service secretaries— Mr. Brucker, Mr. Franke, and Mr. Douglas—serve as 
single managers for one or more functions. 

2. Q. What is the reason for establishing single managers? 

A. The objective we had in mind in establishing single managers was to save 
the taxpayers money without impairing our ability to support military operations 
effectively. In those cases where each service had established independent sys- 
tems for providing the same service or the same kind of supplies to its operating 
services, it was felt we could eliminate duplication and overlapping, and therefore 
waste, by giving the whole job to one department to serve all three. 

3. Q. Have single managers saved any money? 

A. Yes. Of course, we can’t estimate exactly how much money they’ve saved 
because there is no way to measure what was being wasted before. Also, there 
are Many extraneous factors which influence costs, both before and after the ad- 
vent of this plan. But we have made careful estimates of the money the single 
managers have saved by closing unneeded warehouses, cutting down inventories, 
reducing payrolls, consolidating procurement, eliminating double handling, and 
that sort of thing. It runs into several million dollars a year. And since we have 
had single managers, they have issued to the operating forces supplies worth a 
quarter of a billion dollars more than they have purchased. So you can see, they 
are drawing down inventories where they can to eliminate new procurement. 
This is an advantage of pooling all our assets under one manager. 

We also know that with this single manager plan we are able to minimize con- 
current buying and selling. 

4. Q. What single managerships have been established? 

A. Traffic management, Army; Air transport, Air Force; Sea transport, Navy; 
Subsistence, Army; Clothing and textiles, Army; Petroleum, Navy; Medical 
supplies, Navy. 

And now; General supplies, Army; Industrial supplies, Navy. 
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5. Q. What does a single manager do? 

A. A single manager for common supplies, such as food or medical supplies 
computes how much the whole Department of Defense needs to buy, then he buys 
it from a stock fund entrusted to him, he arranges to have it shipped direct to 
customers of the Army, Navy, Air Force, and Marine Corps, or he stores it jy 
depots until it is needed and ships it when it is required. He inspects it, catalogs 
it, accounts for it, and disposes of it. In other words, he performs all the procure. 
ment and supply management functions, and he owns the wholesale stocks, He 
operates a single, integrated distribution system designed to serve forces of aj] 
the services. There is no duplication in warehousing or cross hauling among 
depots and the supported forces. The depots which store single manager inven- 
tories may be owned by any service, and these depots support the forces of al} 
services within their distribution areas. 

The transport single managers own and operate fleets of ships and planes to 
move forces and materiel of all departments. In addition, they contract for 
commercial lift to supplement their own resources. The Army also operates an 
agency that performs the traffic-management functions for the whole Department 
of Defense. 

6. Q. Do you plan to create more single managers? 

A. It is quite possible that we will find additional fields where this technique 
will prove useful. We are looking into these now. 

7. Q. What additional single managers do you have in mind? 

A. We are studying commodities involving several hundreds of thousands of 
items. We cannot say until our studies are complete which of these will be found 
susceptible to this type of management. 

8. Q. Do you plan to create single managers for missiles (ammunition) 
(weapons)? 

A. No. The single manager plan, as we define it, would not be suitable for 
complex combat related equipment. These major weapons do not flow through 
a wholesale distribution system. The single manager plan has been most suc- 
cessful in the field of common services, such as transportation, and in supplying 
materiel which is used repetitively in large quantities by a great many users, 

9. Q. Was the single manager plan recommended by the Hoover Commission? 

A. No. The single manager plan was designed to correct and has corrected 
some of the deficiencies pointed out by the Hoover Commission, but the Com- 
mission did not recommend this precise arrangement. 

10. Q. Are single managers a step toward the fourth service of supply? 

A. No. A fourth department would be another organism in the Department 
of Defense with separate overhead and staffing. We don’t feel that we would 
solve our problems by transferring them to a new agency. In the long run, this 
would probably cost us more, and we might seriously impair our logistics system 
in the process. I realize that this has been suggested as a remedy by some sincere 
and well-motivated people, but we believe the single manager idea is better 
because it permits us to integrate our logistics within the framework of our 
existing organizational framework with minimum disruption of our logistic 
support setup, and with the best use of the facilities and skills we have in being. 

11. Q. How do you expect the Congress to react to the creation of three new 
single managers? 

A. I would expect the Congress to agree with our action. The McCormack 
amendment to the 1958 Reorganization Act confirmed my authority to integrate 
supply and service functions by assigning them to a single agency, whenever it 
was found advantageous to do so in terms of effectiveness, economy, or efficiency. 
I believe the establishment of single managers, in appropriate circumstances, 
conforms to the expressed wishes of the Congress. 

12. Q. Does the single manager system replace (conflict with) the weapons 
system? 

A. No. The single manager system does not replace the weapons system, nor 
does it necessarily conflict with the system. Instead, we think these systems 
complement one another. In a business as complex as ours, there is no one 
magic solution to all our problems. We must use different management tech- 
niques for different problems. 

13. Q. Are single managers effective in supporting the military forces? 

A. We have measured the effectiveness of the single managers in meeting the 
demands placed upon them within the time prescribed by the using forces. In 
every case, service is as good or better than before, and compares favorably with 
the performance of the individual military service supply systems. 
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14. Q. Will single managers work in wartime? 

A. We have made a careful analysis of the mobilization readiness and wartime 
capabilities of our single manager systems. We are convinced that they will be 
workable and responsive in wartime. They compare favorably in this respect 
with our service supply systems of which they are a part. 

15. Q. How much of your procurement, inventory investment, and sales are 
under single managership? 

A. About 11 percent of our procurement, 12 percent of our sales, and 5 percent 
of our inventory is presently handled under the single manager system. 

16. Q. Who actually runs a single manager operation? 

A. The Secretary of a military department who is designated as the single 
manager nominates an officer of flag or general rank to serve as executive director 
of the single manager agency. The executive director runs the agency for his 
Secretary under directives and policies of the Defense Department. 

17. Q. What kinds of supplies are ‘“‘general supplies’’? 

A. We combine various homogeneous groups of items under this classification 
for management purposes. Hand tools, mess gear, troop equipage, office equip- 
ment, laundry and bath equipment, sanitary supplies, and the like are examples. 

18. Q. What kinds of supplies are included in “industrial supplies’? 

A. Examples of industrial supplies selected for single management are hardware, 
paints, sealers, metal bars, and shapes. 

19. Q. Why was the photographic single manager assignment canceled? 

A. Originally, we thought the photographic commodity offered a good potential 
for a single managership. A closer analysis showed us that we were mistaken. 
In the first place, a low percentage of the items in this field are used in common by 
twoor more services. Secondly, sales or issues are relatively low and are declining. 
Third, we do not need large inventories of these types of material, and fourth, 
a great deal of our dollar expenditures are for photographic equipments purchased 
with or installed in airplanes. These items do not flow through a military distri- 
bution system. This commodity is quite different from an ideal single manager 
commodity such as food where we have large volume, rapid turnover, many 
users, and a high percentage of common use. 

20. Q. Why doesn’t the Air Force have any supply single managerships? 

A. The Air Force, following its emergence as an independent department, 
continued to rely on the other departments, principally the Army, for common 
supply support. Since the Army and Navy had well-developed systems, facilities, 
and skilled personnel for these functions, they were the logical candidates for the 
first assignments. The Air Force has indicated its desire to become a single 
manager when we determine a commodity susceptible to this technique for which 
the Air Force has the best capability. 

21. Q. Do the services oppose the single manager concept? 

A. The services have all endorsed the single manager concept as efficient, 
economical, and responsive in wartime. 
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DEPARTMENT OF DEFENSE 
ARMED FORCES SUPPLY SUPPORT CENTER 
WASHINGTON 25, D.C. 


October 13, 1959 


MEMORANDUM FOR THE ASSISTANT SECRETARY OF 
DEFENSE (S&L) 
THE ASSISTANT SECRETARY OF 
THE ARMY (LOG) 
THE ASSISTANT SECRETARY OF 
THE NAVY (MATERIAL) 
THE ASSISTANT SECRETARY OF 
THE AIR FORCE (MATERIEL) 
THE CHAIRMAN, AFSS COUNCIL 
THE ARMY MEMBER, AFSS COUNCIL 
THE NAVY MEMBER, AFSS COUNCIL 
THE AIR FORCE MEMBER, AFSS COUNCIL 
THE MARINE CORPS MEMBER, AFSS COUNCIL 


SUBJECT: Management of General Supplies 


Transmitted herewith for your consideration is the report of 
the Armed Forces Supply Support Center (AFSSC), entitled ''Manage- 


ment of General Supplies.'' The report consists of three volumes, as 
follows: 

Volume I - Executive Brief 

Volume II - AFSSC Analyses, Conclusions, 


and Recommendations 


Volume III - Management of Selected General 
Supplies (GSSM) 


Part 1 - Department of the Army 

Part 2 - Department of the Navy 

Part 3 - Department of the Air Force 
Part 4 - United States Marine Corps 
Part 5 - General Services Administration 


Volume I is forwarded with this memorandum. Volumes II and 
III are being furnished through normal distribution channels. 
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AFSSC, Subj: Management of General Supplies 


The study project, assigned by the Armed Forces Supply 
Support Council, was derived from certain of the recommendations 
of the Department of Defense Logistics Systems Study Project B-4. 


In determining the optimum courses of action to be followed in 
the management of general supplies within the Department of Defense, 
the basic recommendations made by the AFSSC are: 


R: Establish a Commodity Single Manager for Administrative 
and Housekeeping Equipment and Supplies, and Hand Tools. Assign 
to the Secretary of the Army, to be fully operational by 1 July 1961. 


a. Establish a Commodity Single Manager for Hardware 
and Abrasives. Assign to the Secretary of the Navy, to be fully 
operational by 1 July 1961. 


a Require the military services to code all items in these 
commodity areas to establish by item the appropriate type of manage- 
ment to be applied: 


a. Military Service Supply Management, or 
b. Consolidated Defense Supply Management, or 
Ce Decontrolled Defense Supply Management. 
4. Provide in these Commodity Single Manager Charters for 


capitalizing only the Single Manager owned wholesale inventories and 
not impose the requirement for Service retail level stock funds. 


5 Charge the Army Quartermaster General, and the Navy 
Chief of BuSandA to develop jointly.... 


a. a single, integrated distribution system for all 
single manager commodities, and 


b. simplified and uniform supply operating procedures, 
where practicable. 


6. Require the rendition of monthly progress reports to the 
AFSS Council from OQMG and BuSandA, 
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AFSSC, Subj: Management of General Supplies 


wi Establish a DoD policy prescribing that....for those 
standard Federally stock numbered items decontrolled from Military 
Service Supply Management and Consolidated Defense Supply Manage- 
ment, that GSA will determine the optimum means whereby military 
services should obtain supplies, based on over-all Federal economy, 


8. Authorize the AFSSC Analysis Staff to undertake additional 
commodity studies of.... 


a. Construction Equipment and Supplies. 
b. Automotive Equipment and Supplies. 
S. Electrical/Electronic Equipment and Supplies 
(if determined necessary after completion of GAO study, in June, 
1960). 
This study was conducted with the full cooperation of the Military 


Services and the General Services Administration, but on an independent 
basis by the AFSSC. 


VA 


_ A 
Jf 
_OWAU 1 Mah 
HERMAN C, HANG, N 
Director / 
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EXECUTIVE BRIEF 


Chapter 


Chapter 


Chapter 


Chapter 


Chapter 


II 


Ill 


IV 


CONTENTS 


~ Introduction, 


- Findings, 


~ Conclusions. 


~ The Blueprint. 


- Recommendations, 
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CHAPTER I 


INTRODUCTION 


BACKGROUND 


Under the direction of the President of the United States, the 
military defense effort of this country is the prime responsibility 
of the Secretary of Defense. Under his authority and control, the 
Department of Defense is organized separately into three Depart- 
ments (Army, Navy, and Air Force) which, in turn, are organized 
into four military services--Army, Navy, Air Force, and Marine 
Corps. Each military service has been assigned specific and col- 
lateral military missions. 


In support of individual missions, each military service has 
organized its own logistics system which best and most directly 
meets individual military service requirements. Control of logis- 
tics by the responsible military commander has been a recognized 
and accepted concept in this country since the Revolutionary War. 
It is for the sole purpose of supporting military operations in peace 
and war that military supply systems are operated. 


Since the end of World War II there have been several major 
reports, reorganizations, and legislation which were aimed at im- 
proving the economy of military supply operations through the 
reduction of duplicating supply functions, among and between the 
military services. 


During 1957 and 1958, specific actions with respect to con- 
solidation and integration of supply functions were recommended by 
the Department of Defense Logistics Systems Study Projects. One 
of the recommendations of these projects culminated in the estab- 
lishment of the Armed Forces Supply Support Center (AFSSC). 


In addition to administering the DoD programs for Cataloging, 
Standardization, and Materiel Utilization, the AFSSC is directed to 
make continuing studies and analyses of the operations of the military 
supply systems concerned with commodities common to the services. 
Specific study projects are assigned to the AFSSC by the Armed Forces 
Supply Support Council (AFSS Council). 
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GENERAL SUPPLIES STUDY PROJECT (AFSSC 59-2) 
a 


On October 23, 1958, the AFSS Council assigned a study 
project to the AFSSC which was expected to result in recommended 
courses of action to provide for optimum management of general 
supplies within the Department of Defense. This study project was 
based on DoD Logistics System Study Project B-4. 


The term ''general supplies" has different connotations among 
the military services, depending on considerations of organization, 
systems, and management, as well as item characttristics. In its 
broadest connotation, ''general supplies"' is considered to include 
the following identifiable segments: 


Administrative and Housekeeping Equipment 
and Supplies 
Hand Tools 
Hardware and Abrasives 
Construction Equipment and Supplies 
Automotive Equipment and Supplies 
Electrical/Electronic Equipment and Supplies 
"Other Type'' General Supplies 


The commodity segments initially selected for study were Ad- 
ministrative and Housekeeping Equipment and Supplies, and Hand 
Tools. The AFSS Council approved in March 1959, the study of these 


segments with the following item range in terms of FSC Groups/ 
Classes: 


Hand Tools Commodity Area 


FSC Group 51 - Hand Tools 


Administrative and Housekeeping Commodity Area 


FSC Group 71 - Furniture 

FSC Group 72 - Household & Commercial Furnishings and 
Appliances (FSC 7210 excluded) 

FSC Group 73 - Food Preparation & Serving Equipment 

FSC Group 74 - Office Machines (FSC 7410 and 7440 excluded) 

FSC Group 75 - Office Supplies 


eee 


55818 O0O—60 13 
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FSC Group 77 - Musical Instruments, Phonographs, and 
Home Type Radios 

FSC Group 78 - Recreational and Athletic Equipment 

FSC Group 79 - Cleaning Equipment and Supplies 

FSC Group 81 - Containers, Packaging & Packing Supplies 
(FSC 8120, 8130 and 8140 excluded) 

FSC Group 85 - Toiletries 

FSC Group 93 - Nonmetallic Fabricated Materials 
(all classes excluded except FSC 9310 
''Paper and Paper Board") 

FSC Group 99 - Miscellaneous 


This class range is officially referred to as the General Supplies 
Study Model (GSSM) throughout the report. 


The specific objectives of the General Supplies Study Project 
were to determine: 


The need for management improvement among the 
military services. 


The feasibility of establishing Single Manager/(s) in this 
area. 


The feasibility of establishing Commodity Management 
Center(s) in this area. 


Any other optimum course of action that may be sub- 
sequently developed as a result of the study. 


Field research under AFSSC Study Project 59-2 commenced in 
March 1959 and was completed in August 1959. Inventory Control 
Points of the four military services having a primary interest in the 
management of GSSM within their respective services, as well as 
selected depot activities, were visited by the AFSSC Analysis Staff 
and their operations studied in some detail. In addition, research 
was accomplished at General Services Administration Central Office 
and two of its Regional Depots. 
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SIZE OF GSSM_ PACKAGE 
SIZE OF GSSM PACKAGE 


InventOTYs oo .cccccer The inventory value of the GSSM is con- 
servatively estimated at $350 million. This does not include the 
yalue of some inventory under the control of several Inventory 
Control Points which did not submit data. Based on the data fur- 
nished by the military services, the following is a recapitulation 
of the GSSM inventory as of December 31, 1958. 


Hand Tools Adm -Hskg. Total Value 
(Millions of Dollars) 
Army $ 45.0 $113.0 $158.0 
Navy 27.0 80.9 107.9 
Air Force 25.7 26.3 52.0 
Marine Corps 8.1 23.4 31.5 
Total DoD $105.8 $243.6 $349.4 
Sales,...-.-.-.. Subject to the same limitations as indicated 


for GSSM inventories, sales figures for the GSSM are on the con- 


servative side. Sales during FY 1959 for the four services amounted 
to $142.7 million as follows: 


Hand Tools Adm -Hskg. Total Value 
(Millions of Dollars) 
Army $10.1 $ 55.1 $ 65.2 
Navy 7.0 31.4 38.4 
Air Force 13.8 19.9 33.9% 
Marine Corps .6 4.8 5.4 





Total DoD $31.5 $111.2 $142.7 
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Procurement, ....002es¢ Subject to the same limitations as 
indicated for the GSSM inventories, procurement figures for the 
de. Procurements during 


GSSM are also on the conservative si 


Fiscal Year 1959 for the four services amounted to $115.4 million 


as follows: 


Hand Tools 





Adm - 
(Millions of Dollars) 


Hskg. 





Total Value 


Army $ 7.4 $37.1 $ 44.5 
Navy 409 St.2 44.7 
Air Force 10.0 13.2 23.2 
Marine Corps a4 2.6 3.0 
Total DoD $25. 3 $90.1 $115.4 
IROMBB disic cio vee Item range and commonality present a 


dynamic picture, To reflect the most current item range and 
commonality status, data as of 4 September 1959 are presented 


in the following charts: 


Summary of GSSM Item Range 


Total 

Items 

(FSN's) Army 
Hand Tools 50,373 14,653 
Adm -Hskg. 25,116 ERE 


Air 
Force 


25, 547 
11, 158 


ee O-O 
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Summary of GSSM Item Range (Continued) 
sn 





Hand 
Tools Adm -Hskg. Total 
Army ICP's 
GSCC 5,945 5, 140 11,085 
EPC l 2,051 2,052 
Rossford 4,193 47 4, 240 
ESCO 482 156 638 
TSMC a, ite 50 2,227 
All Other Army 1,855 689 2, 544 
Total Army 14, 653 8, 133 22, 786 
Navy ICP's 
GSSO 6,506 2,271 8,777 
SPCC 1,172 2,027 3,199 
ASO 9, 352 1, 375 10, 727 
OSO 975 126 3, 10) 
All Other Navy 2,462 932 3, 394 
Total Navy 20, 467 6,731 27,198 
Air Force ICP's 
Mobile 25, 496 9,267 34, 763 
Middletown 0 959 959 
All Other Air Force 51 932 983 
Total Air Force 25, 547 11, 158 36, 705 
Marine Corps ICP's 
MCSA 7,696 3,435 li, 331 
MC HQ l 590 591 





Total Marine Corps 7,697 4,025 11,722 
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Summary of Item Commonality in the GSSM 


No. of Items Used 





No, of by Two or More Pe rcentage of 

FSG Name Items Military Services Commonality 

51 Hand Tools 50, 373 13,042 25.9% 

71 Furniture 2,579 215 8% 

72 Furnishings | 687 109 16% 

73 Food Equip. 4,657 662 14% 

74 Office Mach. 2,090 70 3% 

75 Office Supplies 6, 303 1,093 17% 

77 Musical Instr. 832 308 37% 

78 Athletic Equip. 355 125 35% 

79 Cleaning Equip. 779 188 24% 

81 Containers 4,632 617 13% 

85 Toiletries 127 46 36% 

9310 Paper 320 31 10% 

99 Miscellaneous 1,755 137 8% 
Adm-Hskg. 25,116 3,601 14, 3% 
TOTAL 

Hand Tools & 
Adm-Hskg. 75, 489 16, 643 22% 


Individual Military Service FSN Commonality 


Items Managed in 


Common with One Percentage 
Number of or More Other of FSN 
Items Military Services Commonality 
Army 22, 786 10, 165 45% 
Navy 27,198 9,427 35% 
Air Force 36, 705 12, 699 35% 
Marine Corps 11,722 6,721 57% 
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CHAPTER II 


FINDINGS 


In order to assess the military supply operations properly to 
determine the optimum management of selected general supplies, 
the supply systems of the four services were studied in depth in the 
major functional areas of supply operations. The major findings of 
the AFSSC Analysis Staff, as a result of its study and research, 
are summarized under the functional areas listed below: 


ALIGNMENT OF ITEM MANAGEMENT 
eee 


Each military service has established its own system for the 
alignment and control of items on a commodity and/or program basis. 


To support respective materiel missions, the military services 
have established inventory managers of the (a) commodity-type (b) 
program type (c) a combination of both types, and (d) interdependent 
program/subprogram commodity types. 


The Federal Supply Classification structure is designed to fa- 
cilitate the functions of supply management but not to dictate the method 
of supply management which might be applicable and appropriate for 
each or all items in a Federal Supply Class. 


Within the GSSM, there are two types of items that should be 
managed by program type inventory managers: 


Engineering-Essential Items - Fundamental engineering 
considerations such as design, development, production complexities, 
performance reliability, singleness of application, relationship with 
the next higher assembly, provisioning requirements, and employ- 
ment of technical documentation in inventory control are of overriding 
significance in the management of these items. 


Operational-Essential Items - The operational importance 
of these items to a primary mission/program/weapon is such that 
support effectiveness can be best assured through inventory manage- 
ment by the operational program manager. These are value judgment 
considerations and subject to changing conditions such as application, 
program, sources, usage, and management philosophy. 
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To ascertain whether a Federal Supply Class, a range of 
items, or an item can best be managed on a program basis or 
on a commodity basis, it is necessary to examine the items in a 
Federal Supply Class to determine whether Engineering-Essential 
or Operational-Essential considerations validly apply. 


REQUIREMENTS 


Peacetime requirements for items within the GSSM are com- 
puted for the most part based on the demand/issue principle. This 
can be done by any Inventory Control Point that utilizes a compu- 
tational method based on this principle. 


Differences in safety levels and operating levels /procurement 
cycles that exist for computing system stockage objective for items 
within the GSSM can be attributed to variations in selective item man- 
agement techniques employed by each of the services for their total 
item range. While it is not feasible to subject all four services to wni- 
form techniques of selective item management for the GSSM range, 
this uniformity can be achieved under consolidated management. 


There is a need to establish and apply a specific criteria 
which will assure that the range of items authorized for mobilization 
reserve stockage (both acquisition and retention) is restricted to 
those necessary for successful accomplishment of the wartime mission 
of the DoD. Such action will restrict the investment of mobilization 
reserves to combat and combat support essentials. 


Mobilization materiel requirements employ the utilization of 
authorization/allowance data, combat intensity factors, mobilization 
and combat consumption and replacement factors, wartime pipe- 
line factors, and program data contained in the individual service 
mobilization plans. The determination of specific and general mobi- 
lization reserve materiel requirements is and should be the responsi- 
bility of each military service charged with the accomplishment of 
the mission to be supported. However, as soon as a specific criteria 
for selecting mobilization reserve items has been developed, and 
uniform and simplified computing procedures for determining mobi- 
lization requirements have been established, responsibility for com- 
puting general mobilization reserve materiel requirements for the 
GSSM would be feasible on a consolidated management basis, subject 
to periodic review of requirements by the services. 


The amount of long supply stocks ($101.38 million) when 
compared to the DoD stratified inventory dollar value ($293.7 million) is 


rela 
soli 


PRC 


var} 
cent 
$30. 


due 
divi 


with 
soli 


Sup} 
Nav 
cont 
who 


to s 
ther 
and 


the | 


for 


pare 
rate 
unb: 
avai 
414( 


CA’ 


ser’ 
offi 
Cla: 





ion 


ia 


mn) is 


MILITARY SUPPLY MANAGEMENT 195 


relatively high (34%). The integration of requirements under con- 
solidated management would directly and immediately exploit the 
maximum utilization of resources within the DoD. 


PROCUREMENT 
PROCUREMENT 


Single Department Procurement assignments within the GSSM 
vary considerably with exclusions and exemptions. Out of a total 
central procurement of $115.4 million in GSSM during FY 1959, 
$30.0 million or 26% were made under SDP arrangements. 


The potential of SDP in the GSSM is only partially utilized 
due to exclusions, provisioned items, small (less than $1,000) in- 
dividual service requirements, and local purchase codings. 


Existing procedures employed by SDP activities concerned 
with procurement of GSSM materiel do not attain maximum con- 
solidation of requirements from individual military services. 


MATERIEL DISTRIBUTION SYSTEMS 


The four predominant Inventory Control Points (Army General 
Supplies Commodity Center, General Stores Supply Office in the 
Navy, Mobile Air Materiel Area, and Marine Corps Supply Activity) 
control active stocks of GSSM items in 39 wholesale depots or quasi- 
wholesale supply points within CONUS. 


While the depots and stock points of the services are located 
to support individual service requirements, from a DoD overview, 
there is overlap in distribution patterns, duplicate item stockage 
and cross/backhaul of GSSM materiel. 


Interservicing through the Commodity Coordination Groups for 
the GSSM is not currently effective. This coordinative process both 
in resources exchanged or commodity/system improvement is lagging 
for reasons beyond the control of the Commodity Coordination Groups. 


Within the GSSM, the excess utilization rate is good as com- 
pared to GSSM interservicing or the over-all DoD excess utilization 
rate. The excess declaration cycle, however, does not match 
unbalanced assets to requirements on a timely and programmed 
availability versus need basis. Implementation of DoD Directive 
4140.13 (RAP/TAP) will only partially accomplish this objective. 


CATALOGING AND STANDARDIZATION 


The organization for cataloging differs among the four military 
services. In the Army, Air Force, and Marine Corps, one cataloging 
office is responsible for all cataloging which occurs in a given FSC 
Class. Within the Navy, each Inventory Control Point has the service 
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cataloging responsibility for the items it manages. Within a given 
FSC Class, there may be one or more Inventory Control Points 
processing items into the Federal Catalog System. Both systems 
have certain advantages, and any change in the management of 
GSSM items must preserve the advantages inherent in the existing 
systems. 


The progress in the Standardization of GSSM items has been 
limited due to (a) the low priority assigned to Hand Tool projects 
(b) the absence of a vigorous program among the military services 
to implement existing published standards in the Administrative and 
Housekeeping Commodity area. 


STOCK FUND MANAGEMENT 


The GSSM is dispersed through many stock fund segments in 
the Army and Navy, including those segments identified as the gen- 
eral commodity segment. 


The GSSM is initially financed by both stock and appropriation 
funds. Eighty percent of the reported GSSM is stock funded. 


Military services have not applied uniform criteria in stock 
fund operations to the type of materiel capitalized. 


Military services are not uniform in the manner in which they 
have determined the field supply echelons to be stock funded. 


Existing Single Manager retail stock fund provisions cause 
unwarranted duality of control at field installation level. Any plan 
of GSSM consolidated management should provide that stock funds 
extend only to the wholesale level. 


GENERAL SERVICES ADMINISTRATION 


The Federal Supply Service (FSS) Stores Depots stock a range of 
materials (approximately 9,000 items) that are commercial type 
and commercially available. The number of items within the GSSM 
that the FSS Stores Depots carry for support of civilian and military 
activities (5,814) is limited in range. Of the 5,814 items, 3, 338 
items are used by one or more military services. The GSSM item 
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range carried by the FSS Stores Depots common to the military 
(3, 338) is 4% of the total GSSM item range used by the military 
services (75, 489). 


Military use of GSA is substantial as evidenced by the fact 
that 60% ($492. 3 million) of total GSA sales ($826.6 million) and 
10% ($114.9 million) of Stores Depots sales ($162.9 million) were 
made to the military during FY 1959, 


For the 9,000 Stores items within the GSA supply system, 
FSS computes peacetime operating requirements based on the 
demand/issue principle; maintains a system stockage objective 
utilizing a variable contingency stock level (safety level) and 
replenishment stock level ( operating level /procurement cycle) 
based on Economic Order Quantity (EOQ) principles; and has a 
relatively low percentage of long supply stock (5%) in the GSSM 
range when compared to the total dollar value of such inventory. 


FSS does not compute mobilization requirements for any of 
its stores items, either for the civilian agencies, its own require- 


ments, or the military services. Current requirements techniques 


employed by FSS for computing peacetime operating requirements 
are not suitable for computing mobilization materiel requirements 
of the military services. 


For the types of demand and range of materiel involved, 
Stores Stock and Non-Stores Program materiel is effectively pro- 
cured. Quality inspection of materiel in the Stores Stock Program 


is satisfactory, while the inspection of Non-Stores Program materiel 
is admittedly insufficient. 


Federal Supply Schedules are an especially effective means of 
obtaining materiel in instances where demands are uncertain and 
diverse. Military service requirements for items on Federal Supply 
Schedules should be reviewed to assure that those items on which 
there are large requirements are consolidated for purchase through 
the Non-Stores Program to obtain price advantages. 
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GSA depot system is a reasonably extensive system for support 
of governmental activities for selected items. For the limited range 
and type of materiel stocked, FSS performs supply support of their 
customers effectively (94% average for FY 1959). 


According to GSA figures, existing warehouse facilities are 
88% occupied. Any substantial increase in range or depth of stocks 
would necessitate expansion of present facilities. 


The General Supply Fund possesses flexibilities not found in 
military stock funds (GSA is exempted from annual reapportionment; 
working capital may be expanded through customer loans and advan- 
ces). The pricing procedure employed by GSA, wherein no surcharge 
is included for deteriorative inventory losses, and other storage losses 
differs fromthat of the military where a surcharge for this purpose is 
included in setting the price for military stock fund materiel. 
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CHAPTER II 


CONCLUSIONS 


Based upon analysis and evaluation of the facts and data 
obtained through field research, the Armed Forces Supply Support 
Center was able to assess military services supply operations, 
and draw certain conclusions regarding the four study objectives 
set forth in the Introductory Chapter of this Brief. 


NEED FOR MANAGEMENT IMPROVEMENT AMONG THE 
pn ha ln i EE EL 
MILITARY SERVICES 


Although the four separate military service supply systems 
engaged in the management of general supplies are effectively sup- 
porting their individual services, there is need for management 
improvement across service lines. The range of commodities in 
the GSSM is a fertile field for more economical over-all manage- 
ment with sustained and improved effectiveness. Consolidated 
management of various general supply commodities already is in 
effect within each of the military services. Further consolidation 
can be accomplished across service lines and additional economies 
realized. 


The principal economies can be realized in the distribution 
systems and in over-all inventory management of the military 
services. 


Distribution System Economies can be realized through...... 


Reduction in ICP operating costs. The preponderance of 
common use GSSM items are managed by the four ''commodity type" 


ICP's. These common items with few exceptions have materiel 
requirements computed on the basis of the past demand/issue 
principle. Under consolidated management, any one of these ICP's 
could manage common GSSM items for all military services, thereby 
eliminating duplicate management of such items and reducing over-all 
ICP costs for supplying these in the Department of Defense. 
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Reduction in depot operation costs. There is at present 


geographical overlap and duplicate item stockage in the complex 
of depots and stock points storing and issuing general supplies 
within the Department of Defense. A single distribution system 
scientifically engineered to serve the needs of all military sery- 
ices could be expected to produce savings through a reduction in 
the number of wholesale outlets in the system as a whole, elimi- 
nation of duplicate item stockage and better utilization of operating 
capacity of remaining facilities. 


Reduction of transportation costs. Through establishment of 


an optimum distribution system based upon total volume of business 
of the military services and customer spread, cross-haul and back. 
haul can be kept at a minimum within the Department of Defense, 


Inventory Investment Economies can be realized through...... 


Consolidation of GSSM requirements of the military services 
and fully coordinated procurement. Currently, the potential of 


Single Department Procurement is only partially utilized due to 
exclusions, provisioned items, small individual service require- 
ments (less than $1,000) and local purchase codings. Total mili- 
tary services requirements under consolidated management will 
achieve price advantages inherent in volume procurement and also 
result in reduced administrative procurement costs. 


Reduction in over-all system stock levels. There are in 


existence within the military services several separate procurement 
pipelines, safety levels, operating levels, and reserves which have 
the common objective of assuring effective supply support in peace- 
time and under mobilization conditions. Differences in stock levels 
for items within the GSSM can be attributed to variations in selective 
item management techniques employed by each of the services for 
their total item range. While it is not feasible to subject all four 
services to uniform techniques of selective item management for 
the GSSM range, this uniformity can ke achieved under consolidated 
management. This would assure the optimum inventory investment 
based on variability of demand, variability in procurement lead time, 
and economic order quantity principles. In addition, consolidated 
Department of Defense requirements provide the broadest possible 
base for projecting future military needs and under scientific require- 
ments determination formulae would permit a lower safety level of 
supply to achieve the same assurance of supply effectiveness. 
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Prompt utilization of long supply and excess stocks. Consoli- 
dated management would directly and immediately achieve maximum 


utilization of long supply and excess assets through the matching of 
total Department of Defense assets to total requirements, and the 
use of substitutes to facilitate stock attrition. Under consolidated 
management, concurrent buying and selling by the military services 
is eliminated on centrally managed items. It is kept at a minimum 
on items decontrolled to base and station management through uni- 
form local purchase policies. 


Reduction in item range. The assignment of responsibility to 
a single agency within the Department of Defense for inventory man- 
agement of a specified commodity range provides a built-in, authori- 
tative monitorship of item entry into the supply systems which will 
foster standardization to a degree not easily attained under separate 
supply systems. 


FEASIBILITY OF ESTABLISHING SINGLE MANAGER(S) IN THIS 
AREA 


On November 4, 1958, the Office of the Assistant Secretary of 
Defense (S&L), addressed a memorandum to the Director, Armed 
Forces Supply Support Center, which attached the criteria for deter- 
mining commodities which are amenable to consolidated management 
under a Single Manager and for determining the most qualified mili- 
tary department. These criteria had been approved by the Military 
Secretaries of the military departments. 


The Armed Forces Supply Support Center applied the criteria 
to the GSSM as a basis for determining the feasibility of managing 
that commodity range by a Single Manager. On the basis of the 
"Specific Criteria’, which are discussed below, the GSSM is amen- 
able to consolidation under a Single Manager. 


Commonality.......... A relatively high degree of commonality 


(22%) exists even when measured in terms of precise Federal Stock 
Number matches. There exists the potential for even greater com- 


monality since standardization has aot been completed in the GSSM 
area, 
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Inventory and Sales.......... The reported GSSM inventory 
of $350 million ($244 million Administrative and Housekeeping, 
and $106 million Hand Tools) is considered sufficiently large for 
a Single Managership. It is larger than the current inventory of 
two existing Single Managers--Medical ($300 million) and Subsis- 
tence ($100 million) 


The GSSM sales of the four military services during FY 1959 
were calculated at approximately $143 million. ($112 million 
Administrative and Housekeeping and $31 million Hand Tools). 
This sales volume is considered sufficiently large for a Single 
Managership. It is approximately twice the FY 1959 Sales volume 
of the Medical Single Manager. 


Number of Items...... .... The item range in the GSSM-- 
75,489 (25, 116 Administrative and Housekeeping, and 50, 373 in 
Hand Tools) is considered sufficiently large, even though the total 
that may be brought under Single Manager control will be somewhat 
less because of exclusions based upon Engineering-Essential and 
Ope rational-Essential considerations. 


Susceptibility to Stock Fund Financing.......... The GSSM 
item range is susceptible to stock fund financing, as evidenced by 


the fact that 80 percent of the reported GSSM inventory is now stock 
funded. The possible exception would be certain Engineering- 
Essential and Operational-Essential items which are currently 
procured from appropriated funds and which would, under recom- 
mended item screening, be excluded from consolidated management, 


The real test of fasibility of establishing a Single Manager for 
the GSSM is in the determination of whether an over-all increase’in 
efficiency and economy can be accomplished without a decrease in 
effectiveness in supply support in peace and war. 


The effectiveness of Single Manager operations in peacetime 
and in mobilization were reported upon favorably by the Task Group, 
consisting of representatives of the JCS, OSD, AFSSC, and the mili- 
tary services, which studied the Commodity Single Managers opera- 
tions during 1958-1959. Similarly, the wholesale Commodity Single 
Managers appeared before the Holifield Subcommittee (Government 
Operations) on May 25 and 26, 1959, and testified favorably regard- 
ing the effectiveness and economies of their Single Managerships. 
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The GSSM has the similar essential characteristics of a 
comparatively high degree of common usage and commercial 
availability; therefore, it can be expected to achieve a comparable 
degree of efficiency, economy, and effectiveness if placed under 
consolidated management. 


FEASIBILITY OF ESTABLISHING COMMODITY MANAGEMENT CENTER(s) 
rer nn nnn rnnnnrnrnrnnnnnnnrcnnnnnccnncnceceeeceeececeeeeeeeceecereceee eee 


For the GSSM, the commodity management center concept is 
considered to be a coordinative, middle-of-the-road approach to 
supply management which will not achieve some of the paramount 
benefits of consolidated supply management. Under a commodity 
management center concept, which would permit the military services 
to manage and issue common use items through their own separate 
distribution systems, neither of the following major benefits of con- 
solidated management would accrue: 


Economies in distribution systems, through the elimination 
of duplicate item management at inventory control points 
and a reduction in overlap in distribution facilities. 


Economies through reduction in inventory investment, 
through consolidation of the several service procurement 
pipelines, operating! levels, safety levels, and long 
supply stocks. 


ANY OTHER OPTIMUM COURSES OF ACTION 


While it was determined that it is both feasible and appropriate 
to establish a Department of Defense Single Manager for the GSSM, 
it is necessary to consider all other segments of general supplies 
in conjunction with the GSSM and to develop a "Blueprint" which will 
encompass the development of an integrated materiel distribution 
system and uniform operating procedures. This is essential so that 
military logistics planners can work effectively toward an optimum 
supply system for general supplies that can support all military service 
materiel needs efficiently. Therefore, a "BLUEPRINT" has been 
drawn up in which each of the remaining segments of General Supplies 
is discussed and a course of action recommended for each. In addi- 
tion, recommendations are made for an integrated materiel distribu- 
tion system and uniform procedures for all general supply commodities, 
and simplified funding procedures. 
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CHAPTER IV 
THE BLUEPRINT 
The broad spectrum of general supplies encompasses six 

major commodity segments. These are...... eee. 
ADMINISTRATIVE & HOUSE KEEPING SUPPLIES, & HAND TOOLS 
HARDWARE & ABRASIVES 
CONSTRUCTION EQUIPMENT & SUPPLIES 
AUTOMOTIVE EQUIPMENT & SUPPLIES 


ELECTRICAL/ELECTRONIC EQUIPMENT & SUPPLIES 


OTHER TYPE GENERAL SUPPLIES 


So that military departmental logistics planning can be facilitated, 


it is necessary to develop a BLUEPRINT for all six commodity segments, 


When viewed in relation to the BLUEPRINT, the recommendations made 
with respect to the commodity segment just studied can be appraised in 
clearer perspective. 

There are, in addition, four fundamental management situations 
which must be dealt with in developing optimum courses of action for 
managing general supplies. These are.......... 

ITEM MANAGEMENT ALIGNMENT TECHNIQUES 
INTEGRATED MATERIEL DISTRIBUTION SYSTEM 
SIMPLIFIED & UNIFORM SUPPLY & FUNDING PROCEDURES 


THE ROLE OF THE GENERAL SERVICES ADMINISTRATION 
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Each materiel segment and each fundamental management 
determination are BLUEPRINTED in the succeeding paragraphs. 


ADMINISTRATIVE AND HOUSEKEEPING EQUIPMENT AND 


SUPPLIES AND HAND TOOLS (GSSM) 


For these fifty-four Federal Supply Classes, it has been de- 
termined that it is both feasible and appropriate to establish a 
Department of Defense Single Manager. 


HARDWARE AND ABRASIVES (Federal Supply Group 53) 


While beyond the immediate scope of the AFSSC Study Project 
59-2, it has been determined that materiel characteristics and manage- 
ment techniques applicable to FSG 53 are closely similar to those of 
the materiel carried in the Federal Supply Classes studied (GSSM). 

For example... 


The same principal commodity-type inventory control points 
inthe Navy, Air Force, and Marine Corps, have responsibility for 
multi-program items in both the GSSM and FSG 53 -- GSSO, MOAMA, 
and MCSA. Inthe Army, the Quartermaster General is the Supervisory 
Technical Service for both the GSSM classes and FSG 53, and shortly 
will be designated as the logistically responsible Technical Service 
for FSG 53. 


Materiel distribution systems basically are the same for multi- 
program GSSM items as for FSG 53 items. 


Replenishment requirements for multi-program FSG 53 items 
are largely based on a projection of past demand issue information, 
similar to techniques employed for GSSM items. 


FSG 53 is susceptible to stock funding and is stock funded 
approximately to the same extent as for GSSM items. 


Precise inventory value estimates were not readily available 
for FSG 53 but on the basis of item range comparison with the 
GSSM (520,000 for FSG 53 vs. 75,000 for GSSM), FSG 53 is con- 
sidered sufficiently large to warrant single manager control. 
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The degree of over-all item commonality is comparable 
with the GSSM (FSG 53 20% vs GSSM 22%). 


FSG 53 contains many items which the military services 
consider to be ''engineering-essential"' or 'operational-essentia]"' 
to the services, and so must remain under military service con- 
trol, in the same manner as that found for the GSSM items. 
Therefore, individual item-by-item screening of the FSG 53 
range would be necessary in the same manner as that being 
recommended for the GSSM item range. 


In light of these similarities between FSG 53 items and the 
GSSM items, and because FSG 53 meets DoD-prescribed military 
service-approved criteria for Single Managers, it has been deter- 
mined that for Hardware and Abrasives (FSG 53) it is both feasible 
and appropriate to establish a Department of Defense Single Mana- 
ger, now and without further study by AFSSC, to be subject to the 
same limitation as those being recommended for the GSSM items, 


CONSTRUCTION EQUIPMENT AND SUPPLIES 


This commodity segment contains about 100,000 items in 
six Federal Supply Groups. Included are certain major construc- 
tion equipments which are considered to be essential to the engi- 
neering mission of the services, and some of the items are con- 
sidered to be ''combat-essential". A study and evaluation of 
missions, as well as materiel management, will be involved for 
this commodity; therefore, additional, extensive study must be 
undertaken by AFSSC to recommend optimum management tech- 


niques. AFSSC proposes to complete such study by July 1960, 
subject to AFSS Council approval. 


AUTOMOTIVE EQUIPMENT AND SUPPLIES 


This commodity segment contains about 330,000 items in 
five Federal Supply Groups. Included are certain major auto- 
motive equipments which are considered essential to the trans- 
portation mission of the services, and some of the items are 
considered to be ''combat-essential". A study and evaluation of 
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missions, as well as materiel management, will be involved for 
this commodity; therefore, additional, extensive study must be 
yndertaken by AFSSC to recommend optimum management tech- 


niques. AFSSC proposes to complete such study by July 1960, 
subject to AFSS Council approval. 


ELECTRICAL/ELECTRONIC EQUIPMENT AND SUPPLIES 
eee ee ne ee rere ncn cnn nce aaa 


This commodity segment contains about 750,000 net items in 
four Federal Supply Groups. A substantial portion of this range 
is peculiarly related to the military communications programs 
(land, sea, air). There also are included substantial ranges of 
common, commercially-available items which are multi-program 
innature. This commodity area currently is under study through- 
out the Department of Defense by the General Accounting Office. 
Additional and detailed study of this commodity area, if required, 


should be deferred pending completion of the GAO study scheduled 
for June 1960. 


OTHER TYPE GENERAL SUPPLIES 


This commodity grouping contains about 300, 000 items in 
twelve Federal Supply Groups. These groups are generic in 
nature, and generally speaking, support many, rather than a 
single military program. For example, bearings, valves, pipe 
and tubing, gas cylinders, chemicals, paints, photographic sup- 
plies, metal bars, sheets, shapes, etc. Preliminary appraisal 
indicates that these commodities also may be susceptible to 
Single Management in the same general fashion, and subject to 
the same limitations being prescribed for the GSSM and FSG 53 
items. Item-by-item screening will, therefore, be required, 
and may be undertaken by the military services as soon as 


workload schedules will permit. The multi-program items, if 


determined to be subject to Single Management, could be added 
to the framework of the then existing Single Managers. 
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ALIGNMENT OF ITEMS BETWEEN THE MILITARY SERVICES 
AND SINGLE MANAGERS 


The alignment of items within the Federal Supply Classification 
structure is such as normally to preclude the assignment of inventory 
management responsibility for a total Federal Supply Class toa 
Single Manager. For any given FSC, there are items which properly 
should remain under military service control because of overriding 
engineering or operational considerations. Conversely, many items 
within the GSSM and the Hardware ranges are susceptible to Single 
Management without jeopardy to separate military service missions, 


Findings of the AFSSC Analysis Staff indicate that because of 
the "item mix" within FSC's, and because of the program/commodity 
nature of inventory manager relationships within the military servy- 
ices, it is necessary that all items be coded by the military services 
as being susceptible to one of three fundamental supply management 
techniques......00. 


Military Service Supply Management eer wherein items having 


"“engineering-essential" or ''operational-essential" characteristics 
would be coded for retention under individual military service supply 
management. Items in this category would be subject to Single 
Department Procurement, Plant Cognizance, or Interservicing, as 
appropriate; nevertheless, over-all management remains within the 
military service. 


Consolidated Defense Supply Management aay All other items 


in the commodity areas specified which do not validly fall within the 
aforementioned area would be subject to control by a Single Manager, 
Mandatory for retention of centralized inventory management by the 
Single Manager would be those items on which any one of the military 
services indicated that mobilization requirements existed, or where 
the demand volume of the item is such as to render central military 
management or procurement and distribution economical for the 
Department of Defense, Items in this category would also be subject 
to interservicing or coordinated procurement. 
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Defense Decontrolled Supply Management...... For those 
items falling within Consolidated Defense Supply Management, 
which did not have a stated mobilization requirement, and which 
in the opinion of the Single Manager did not economically justify 
centralized control by the Single Manager, decentralized control 
could be directed by the Single Manager. Upon such determination, 
acquisition from GSA Stores Depots and from Federal Supply 
Schedules on a first priority basis would be mandatory, wherever 
GSA indicates its intention to support the military service require- 
ments. If GSA does not wish to support such items, local purchase 
from commercial sources can be directed by the Single Managers. 


Once a determination is made that a commodity area (FSC) 
is to be under a Single Manager concept of operation, the designated 
Single Manager should be given the requisite basic responsibility 
for the over-all management of the Federal Supply Class. This 
responsibility must include a review and challenge, where appro- 
priate, of the items coded by the services for retention under 
Military Service Supply Management. Further, this responsibility 
should include the fundamental determination of which items require 
central military management, and those which may be decontrolled 
for acquisition from GSA or from local purchase, as appropriate. 


Review of subsequent coding of new items entering the supply 
system, as well as review of existing items that no longer meet the 
criteria for retention by individual service management, should be 
accomplished by the designated Single Manager. So that the Single 
Manager can have the capability for performing such reviews, 
item data files must be progressively built up by the Single Manager. 











210 MILITARY SUPPLY MANAGEMENT 


THE ROLE OF THE GENERAL SERVICES ADMINISTRATION 


The Federal Supply Service of the General Services Adminis- 
tration operates a Stores Program, which stocks 9, 000 commercial] 
type items, and provides effective support to its many governmental 
customers. Items carried meet military qualitative requirements, 
That the support is responsive is evidenced by a high 94% supply 
effectiveness rate. The range of items carried are similar to those 
that some of the military services have decontrolled for local pur- 
chase. 


Under prevailing conditions of individual military service 
supply systems, each military service relies on GSA support on an 
independent and nonuniform basis. Under consolidated military man- 
agement, the role of GSA would take on a specific and uniform DoD 
basis. Maximum economies and effectiveness can be achieved under 
consolidated military management, if the military supply system with 
its existing distribution complex, potential for volume buying, available 
management capability, and responsiveness to command are fully exploited, 
Under this system of consolidated defense-wide management, GSA's role 
would be determined by the items that are decontrolled by the Single 
Manager. For those commodity areas where a Single Manager is not 
designated, coordinated military service item management codings 
will determine the GSA support role. 


Upon determinations by a Single Manager or a central DoD 
source designating those items for decontrol to station and base level, 
the decontrol would be uniformly applied to all military services. For 
those standard and Federally stock numbered items decontrolled from 
military service supply management and consolidated defense supply 
management, GSA would determine the optimum means by which the 
military services most economically can obtain these supplies, on 
the basis of the over-all Federal economy, and in consideration with 
other civilian agency demands. Furthermore, for those items decon- 
trolled which are stored by GSA Stores Depots, that source of supply 
would be mandatory. 


Thus, the role of GSA as it relates to military supplies, and 
particularly to the GSSM, will definitely be ascertained on a uniform 
military basis by coordinated military item management coding. 
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INTEGRATED DISTRIBUTION SYSTEM FOR GENERAL SUPPLIES 
2 


The design, establishment, and operation of an integrated or 
consolidated wholesale distribution system for the GSSM will produce 
optimum results only if that system is sufficiently flexible to accom- 
modate the supply of all existing and to-be-established Single Manager 
Commodities. 


Maximum efficiency in the distribution of common supplies can 
most readily be achieved if the requisitioning channels are simplified, 
and the number of supply points are minimized for the military custom- 
er. The fewer the number of supply points a customer must contact to 
obtain all his materiel, the less confusing, and therefore the more 
effective that supply system will be. This is particularly true if 
supply points, each carrying a maximum number of different commod- 
ities, are located in each geographic area to serve conveniently the 
most needs of the most customers, The basic Department of. Defense 
Directive on Single Managers (5160. 12) already provides that ''whole- 
sale distribution will be effected through the use of those facilities, 
regardless of military department ownership, best suited to meet 
effectively and economically the requirements of the services and 
the areas served,"' 


Regardless of the number of single managers now in existence, 
or subsequently to be established, it is necessary that all common use 
supplies flow through the same distribution system insofar as possi- 
ble. Two of the present major single managers (Subsistence and 
Clothing & Textiles) employ the Army Quartermaster General's 
regional depot distribution system. A separate distribution system 
for GSSM and for Hardware, therefore, need not be established; 
rather the Single Managers assigned responsibility for those com- 
modities should be required to employ the same regional distribution 
system to the maximum extent, supplemented as may be required by 
judicious selection of supply facilities of the other military services. 


Apart from the desirability of relying on 'systems-in-being", 
the use of the Army General Depot structure as a basis upon which to 
build a consolidated defense-wide distribution system is logical, 
because the concept of regional distribution is most adaptable and 
flexible from an over-all viewpoint for all defense activities. 


It will, therefore, be necessary for appointed representatives 
of the designated Single Managers (or their Executive Directors) to 
work jointly in developing a defense-wide distribution system, which 


is expansible in the event that other commodities subsequently are 
added, 
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SIMPLIFIED AND UNIFORM SUPPLY AND FUNDING PROCEDURES 
CE ae 


The DoD Logistics Systems Study Reports and the recent 
reports on Single Manager Operations criticized the variety and 
complexity of supply and funding procedures which field activities 
were required to follow in their day-to-day operations. These 
complexities were confirmed by the findings of the AFSSC Analysis 
Staff during its field research. Field supply officers are unanimous 
in expressing concern over the ever-increasing complexities of inven. 
tory control systems, funding arrangements, requisitioning procedures, 
and distribution channels which complicate their supply task. They are 
justifiably concerned with further segmentation and reorganization of 
supply systems. While, in general, field supply officers are satisfied 
with the supply support being rendered by existing Single Managers, 
they believe that the establishment of one or more additional Single ) 
Managers would represent an unacceptable complication of work 
effort. ) 


Therefore, it becomes incumbent upon all wholesale commodity 
Single Managers to develop jointly and on a closely coordinated basis, 
a complete system design for single manager commodities, which 
would include as a minimum..... Uniform requisitioning procedures 
ike Uniform depot supply procedures.....Simplified funding procedures 
cocee Uniform wholesale stock reporting and replenishment procedures 
cccce Uniform Manual of Operating Procedures for Single Managers..,.., 
Revised organizational patterns and specific materiel charters for 
Single Managers. 


The charge of uniform system design for Single Managers 
should be placed upon the two departmental organizations--the Army 
Quartermaster General, and the Navy Chief, Bureau of Supplies and 
Accounts--who currently have knowledge and operational responsibility 
for Single Manager agencies. 
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DESIGNATION OF SINGLE MANAGERS 
DESIGNATION OF SINGLE MANAGERS 


In employing the Department of Defense criteria for 
determining the qualified military department for a commodity 
assignment, it was ascertained that there were no overriding 
considerations in favor of any one department in terms of 
demonstrated record of efficiency and competence. Each 
military service supply system is effectively supporting its own 
service in a prescribed item range, and each could assume and 
operate a DoD Commodity Single Manager. However, in further- 
ance of the prompt achievement of the ''BLUEPRINT" for a 
single integrated materiel distribution system with simplified 
and uniform Single Manager operating procedures, it is considered 
essential that the current single manager operations and ''know- 
how'' of the Army and Navy be immediately exploited. 


To achieve this objective, the selection of Single Manager 
assignments for the GSSM and the Hardware commodity areas 
is narrowed to the Department of the Army and the Department 
of the Navy. 


The Department of the Army, with its General Supplies 
Commodity Center (AGSCC) in Richmond, and the Department 
of the Navy with its General Stores Supply Office (GSSO) in 
Philadelphia, are the logical and most qualified candidates at the 
present time for Single Manager assignments in the GSSM and 
Hardware commodity areas. While each has the capability to 
assume a Single Manager assignment in either GSSM or Hardware, 
the final selection of the candidate is made on the basis of existing 
alignment of commodities at the two ICP's involved and minimum 
disruption of supply operations and dislocation of personnel thereat. 


The AGSCC is more closely aligned to GSSM than Hardware. 
Within the Army, the Quartermaster Corps (and in turn, AGSCC) 
currently has the logistic assignment responsibility for all the 
Administrative and Housekeeping classes. In the Hand Tool 
range, action has been taken by the Army and the Quartermaster 
General to assign the entire Hand Tool range (FSG 51) to AGSCC 
with authorized exceptions. The logistic assignment of Hardware 
(while it subsequently may be made to the QMC, and in turn, to 
AGSCC) has been held in abeyance within the Army. 
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GSSO is closely aligned to Hardware. Thirty-two percent 
(32%) of the entire GSSO item range at the present time is com- 
posed of Hardware and Abrasives (FSG 53) items compared with 
13% in the GSSM range. The GSSO segment of the supply system 
is geared for large-scale, rapid-stock turn operations and has 
the nucleus for the potential large range of items amenable to 
Single Management in the Hardware and Abrasives commodity area, 


It is concluded that the Secretary of the Army (OQMG-AGSCC) 
is the logical choice as the Single Manager for the range of 
commodities comprising the General Supplies Study Model and 
that the Secretary of the Navy (BuSandA-GSSO) is the logical 
choice as the Single Manager for Hardware and Abrasives (FSG 53), 


ta 


ti 
cc 


th 


le. 
bu 


ta: 


tiv 
co 
ing 
di 


Mi 


bu 


——— 





MILITARY SUPPLY MANAGEMENT 215 


CHAPTER V 


RECOMMENDATIONS 


IT IS RECOMMENDED THAT: 


,. For the General Supplies Study Model (Hand Tools, 

and Administrative and Housekeeping Supplies and Equipment): 
a. The Secretary of Defense designate the Secre- 

tary of the Army as the Single Manager for this commodity area. 


b. The Secretary of the Army designate an Execu- 
tive Director of the Single Manager Operating Agency, with due 
consideration given to the location of the Single Manager Operat- 
ing Agency at the Army General Supplies Commodity Center under 
the jurisdiction of the Quartermaster General. 


e. The fully operational effective date of this Single 
Manager assignment be scheduled for July 1, 1961, to provide 


lead time required for planning, item coding, system design, and 
budget and funding arrangements. 


a For the Hardware and Abrasives Commodity Area 
(Federal Supply Group 53): 


a. The Secretary of Defense designate the Secre- 


tary of the Navy as the Single Manager for this commodity area. 


b. The Secretary of the Navy designate an Execu- 
tive Director of the Single Manager Operating Agency, with due 
consideration given to the location of the Single Manager Operat- 
ing Agency at the General Stores Supply Office, under the juris- 
diction of the Chief, Bureau of Supplies and Accounts. 


Ce The fully operational effective date of this Single 


Manager assignment be scheduled for July 1, 1961, to provide 


lead time required for planning, item coding, system design, and 
budget and funding arrangements. 
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3 The Military Services, under the monitorship of the 
designated Executive Directors, initiate action to code the items 
in the FSC Classes covered by the above Single Manager assign- 
ments to categorize: 


mi Those items to be retained for Military Service 
Supply Management. 


b. Those items to be placed under Consolidated 
Defense Supply Management, and 


ci Those items that may be decontrolled for acqui- 
sition from GSA or commercial sources, as appropriate. 


Such item coding should be in accordance with schedules 
developed by the Executive Directors, in conjunction with all of the 
Military Services. (Under the Defense Materiel Management Pro- 
gram, action has been initiated to develop the techniques for item 
coding to be employed by the Military Services inventory managers.) 


4. These commodity Single Manager Charters provide for 
capitalizing only the Single Manager owned wholesale inventories 
and not impose the requirement for Service retail level stock funds. 


5. The Secretary of the Army and the Secretary of the Navy 
charge the Quartermaster General of the Army and the Chief, Bureau 
of Supplies and Accounts of the Navy, respectively (both activities 
currently operating existing Single Manager agencies and designated 
to operate the new Single Manager agencies) to jointly execute the 
following: 


a. Development of a single integrated materiel distri- 
bution system for all Single Manager commodities, which will most 
efficiently meet the needs of all the Military Services. 


b. Development of uniform operating procedures to 
the extent practicable for all Single Manager agencies, to include 
requisitioning of material; stock status reporting; depot supply 
procedures, simplified funding and accounting procedures; organi- 
zational patterns; and related operations. 
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Such action would be taken in conjunction with the 
Military Services, and submitted to the AFSS Council for approval. 


6. The Quartermaster General of the Army, and the 
Chief, Bureau of Supplies and Accounts of the Navy render a 
monthly report to the AFSS Council on the status of implemen- 
tation of the Single Manager assignments, and the status of 
development of the single integrated materiel distribution system 
and uniform operating procedures, commencing with January 1960. 


3 The Assistant Secretary of Defense (S&L) consider 
the establishment of a policy substantially as follows: 


"The role of GSA in serving the military will 
be based upon the management principle of uniform 
DoD item management coding. For those standard 
and Federally stock numbered items decontrolled 
from Military Service Supply Management and Con- 
solidated Defense Supply Management, GSA will 
determine the optimum means by which the Military 
Services can obtain these supplies most economically 
on the basis of over-all Federal economy and in con- 
sideration with civilian agency demands. Furthermore, 
for those items decontrolled which are stocked by 
GSA Stores Depots, that source of supply will be 


mandatory." 
8. The AFSSC be authorized by the AFSS Council to: 
a 


Undertake studies in the remaining segments of 
General Supplies as follows: 


(1) Construction Equipment and Supplies in the 
immediate future. 


(2) Automotive Equipment and Supplies in the 
immediate future. 


(3) Electrical/Electronics commodity area 
upon completion of the GAO study, scheduled for June 1960, if 
further study is required. 


b. Develop a schedule and designate the monitoring 
activities for completing the item management coding for the 
Other Type General Supplies commodity areas. 
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APPENDIX 8—TRANSFER OF NAVY PURCHASING OFFICE HAND 
TOOL PURCHASING TO GENERAL STORES SUPPLY OFFICE 


AprpENDIX 8-A 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D.C., September 4, 1959. 
Hon. Cuet HOuiriE.p, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 


House of Representatives. 


Dear Mr. CuarrMan: This is in further reply to your letter of July 27 to the 
Secretary of Defense regarding the proposed move from Washington, D.C. to 
Philadelphia of the Navy Purchasing Office personnel engaged in the purchasing 
of handtools. In your letter, you asked whether this move was considered to be 
fully justified from the standpoint of efficiency and economy in administration: 
what bearing this move would have on a single manager program for hand tools: 
and whether the move could be deferred to a future date without impairing 
efficient administration, so as not to inconvenience the industry. 

The Department of Defense considers that efficiency and economy in adminis- 
tration can be promoted whenever a purchase function can be placed under the 
immediate supervision of an inventory manager who is responsible for require- 
ments determination, stock control, and a certain degree of technical control. 
Experience has indicated that the integration of these supply functions facilitates 
communications, speeds decisions, and generally results in a reduced purchase 
administrative leadtime and better control by the inventory manager of the 
input of supplies into his system. In the case of coordinated procurement 
assignments, these advantages can be achieved by locating the purchase function 
with the inventory manager of the military department which holds the commodity 
assignment. : 

The direct cost of the purchase function for handtools is expected to be sub- 
stantially the same at the General Stores Supply Office as it is at the Navy 
Purchasing Office in Washington. Therefore, the Department of Defense 
considers that the proposed move of this function is fully justified from the 
standpoint of efficiency and economical administration. 

Our current review of commodities, including handtools, for the purpose of 
determining which commodities might be amenable to the single-manager tech- 
nique will include a determination as to which military service will receive the 
assignment. However, under any single-manager assignment the _ handtool 
purchasing function would necessarily have to be moved from Washington, D.C. 
It is expected that the conclusions and recommendations of the current study 
will be available for review early in October 1959, and that prompt decisions 
concerning these recommendations will be made. 

It is our understanding that the Department of the Navy has been planning the 
transfer of this purchasing function since February 1959. The eight employees 
involved who have transfer rights were officially notified on May 5, 1959. Since 
that time, one of these employees has retired, three have been reassigned to other 
duties, and four have indicated a willingness to accept transfer to Philadelphia. 

In view of the supply-management benefits that can be derived from this trans- 
fer, and the current status of the Navy’s plan, the Department of Defense con- 
siders that the transfer of the handtool procurement function from Washington 
to Philadelphia should be completed. 

Sincerely yours, 
Puiutie LeEBoutI.ureEr, Jr., 
Acting Assistant Secretary of Defense (Supply and Logistics). 
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APPENDIX 8-B 


U.S. Navy, 
GENERAL STORES Suppiy OFFice, 
Philadelphia, Pa., February 6, 1959. 

From: Commanding officer, General Stores Supply Office. 

To: Chief, Bureau of Supplies and Accounts. ' 

Subject: Single service purchase assignment of certain GSM material; reassign- 
ment of. 

Reference: (a2) BUSANDA letter S7X A3 L4/N4-12 of September 13, 1951 
(b) BUSAN DA letter GEN-1 L1/NT4/29 of October 25, 1951; (ec) BUSANDA 
letter $722 L4/NT4—29 of January 26, 1954; (d) BUSANDA notice 4215 of 
November 2, 1955; (e) BUSANDA letter R22.4 L4/JJ52 of October 4, 1956 

1. By references (a) and (6), the Chief of the Bureau of Supplies and Accounts 
directed the establishment of a Purchase Division under the commanding officer, 
General Stores Supply Office, and directed that this Purchase Division be located 
within the organizational structure of the General Stores Supply Office. This 
action was motivated by the desire to promote efficiency by affording the General 
Stores Supply Office with the advantages of close stock control, technical, and 
purchase coordination, in accordance with the underlying SDCP fundamental of 
“team concept. 

2. It was the intention that this new Division would commence operations by 
assuming the GSM purchase workload, other than single service procurement then 
being performed by the Aviation Supply Office, and that at some later date, after 
the new organization was functioning smoothly, the additional classes of GSM 
purchased elsewhere would gradually be assigned to GSSO. In accordance with 
this intention, the Bureau of Supplies and Accounts directed that GSSO indicate 
when it would be ready to start this process. Due to space limitations, it was 
considered that this transfer of classes should not commence until the General 
Stores Supply Office moved to its new building in June 1953, and the Bureau was 
so informed. Simultaneously, the organizational buildup of the GSSO Purchase 
Division was made slowly and carefully in anticipation of the day when the addi- 
tional classes of GSM would be transferred to GSSO. 

3. Under authority of reference (c), purchase responsibility for all GSM not 
under single service purchase assignment was transferred to GSSO. By reference 
(d), the Bureau commenced the final phase of its original plan by transferring the 
single service purchase assignment of marine and rigging hardware from ASO to 
GSSO. Reference (e) furthered the Bureau’s objective by transferring the single 
service purchase assignment of paints and sealers to GSSO. 

4. There is today a segment of general stores material; namely, handtools, 
assigned to the Navy Purchasing Office, Washington, which is becoming of 
increasing importance to GSSO and the Navy supply system incident to the 
assumption of worldwide support of the Air Force for this commodity. The 
General Stores Supply Office must provide the Air Force with the most efficient 
and responsive support possible under existing rules and regulations and intends 
todoso. This then brings to mind the question of whether or not it is advisable 
to continue the single service procurement assignment of handtools to the Navy 
Purchasing Office, Washington, D.C. 

5. GSSO believes that now is the time to reassign this purchasing function 
fom NPO, Washington to GSSO. Advantages to be gained from such 
include 

(a) More effective and responsive action on the part of a purchase or- 
ganization under the same command. 

(6) A reduction in purchase administrative lead time by eliminating 
back and forth document-in-transit time and by exercising closer control 
over work in process. 

(c) A reduction in contractor delinquency by closer, more aggressive con- 
tract administration. 

(d) Closer coordination among the necessarily interrelated functions of 
stock control, financial control, technical, and purchasing. 

_(e) Closer liaison between Stock Control, Technical, and Purchase Divi- 
sions would facilitate improvements through purchase value analysis. 

(f) More rapid adoption of advanced purchasing techniques for hand- 
tools as developed for other commodities by GSSO; e.g., deferred allocation 
buying, use of economic lot purchase quantities, and extension of the princi- 
ple of longer term buys. 


a move 
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(g) More effective support of the Navy-Air Force handtool program 
(h) More efficient preparation on the part of GSSO for anticipating any 
move toward a single manager for General Supplies that would logically 
include handtools within the scope of its material mission. : 
6. In view of the above, GSSO recommends that BUSANDA consider this ag 
the appropriate time to advance its basic policy concerning procurement of 
GSM by transferring the single service purchase assignment of handtools from 
NPO, Washington to GSSO. This transfer of functions would, of course, entajj 
some realinement of personnel ceilings and evaluation of space and equipment 
requirements, but this must of necessity be accomplished subsequent to the 
policy decision. 
J. W. Borroms, 


ApPENDIx 8—C 


Navy procurement of handtools for 3 military departments 


{In thousands] 
ee 
Fiscal year 
1952 1953 1954 1955 1956 1957 | 1958 1959 


| 


|) 9 








Army. .-.---- BE aA ei headin dad |$20, 889 | $7,856 | $637 | $308 | $507 | $2,062 | $2,205 | $4, 624 
Air Force......---. ee ee ee ee 230 812} 1,213] 1,199] ‘77 
pn CREE ines 7,626 | 9,153 | 3,886 | 5,240 | 4,319} 4,277 | 6,232) 5,289 
t = mae eceeecemeen|| coment — | mnumniianilide 
Es oh 5. ankcb~ccew | 37, 628 | 21,280 | 5,973 | 5, 868 | 5, 638 | 7,552 | 9,726 | 10,654 
| 








1 Includes Marine Corps. 





Pa 





any 
ally 


3 as 
» of 
rom 
tail 
lent 
the 


10, 654 


Page 657: 


Page 658: 


Page 667: 


MILITARY SUPPLY MANAGEMENT 2921 


APPENDIX 9 —GENERAL SERVICES ADMINISTRATION SUPPLY SUPPORT 


APPENDIX 9—A—CURRENT INFORMATION 


The following information updates the information contained in the appendix 
of the Hearings on Military Supply Management held on May 25 and 26, 1959, 
by the Military Operations Subcommittee of the House Committee on Govern- 
ment Operations. 


The tabulation at the bottom of the page should contain the heading 
"General Supply Fund Sales", and the following two columns should be added: 


First 6 Mos. 
F.Y. 1929 F.Y. 1960 
Military o $ %.2 
Civilian 123.0 45. 
Total pe mos 
Percent of Military to Total Sales 564 OLS 


Purchases From Federal Supply Schedule Contracts 
The following additional column should be added: 


F.Y. 1959 
$511.7 million 


The statement on Overseas Air Force Support should be replaced by the following 
statement: 


VIII. SUPPLY SUPPORT TO OVERSEAS DOD INSTALLATIONS 


Air Force Far East Support (1956) 


In 1956, the Air Force and GSA conducted a service test of GSA supply support 
operations for Air Force installations located in the Far East. This involved 
direct requisitioning of civilian-type items from GSA in San Francisco by the 
Far East bases. This test proved that GSA can give faster, direct supply 
support on civilian-type items to USAF overseas activities at the same, or 
less cost than previously provided through the Air Force supply system. 


Accordingly, AMC approved the continuance of this type of supply support for 
Far East bases. 
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Air Force European Support (1957) 


The Air Force recognized the tangible savings of money and time in the 
improved logistical support of Far East bases, as well as other intangible 
benefits resulting from the service test that will ultimately contribute 
to improvements in the overall USAF local purchase system. Accordingly, 
GSA was requested to extend the same type of service to AF installations 
located in the European theatre. This operation is now in effect and is 
being handled by our New York regional office. 


Air Force Worldwide Support (1959) 


As a result of the success experienced by overseas Air Force bases locateq 
in the Pacific and European theatres in direct requisitioning upon GSA, an 
agreement was reached that all ordering overseas Air Force bases would 
submit requisitions direct to GSA. 


Accordingly, the Air Force issued instructions which prescribed that 

Air Force bases in the Pacific theatre would submit requisitions to 

Region 9; those bases in Alaska and western Canada would be supplied by 
Region 10; those bases in the Azores, the British Isles and certain European 
countries would be supplied by Region 2; while the balance of all overseas 
Air Force bases located in the Caribbean area, South America, the Middle East, 
and Near East would be supplied by Region 7. This worldwide supply support 
to Air Force was in full operation the last quarter of calendar year 1959, 


Uniform Documentation of Air Force Overseas Shipments 


As a part of the worldwide Air Force supply support program, agreement 
was reached with the Department of the Air Force whereby all Air Force 
bases worldwide would requisition on GSA in the same manner. All Air Force 
overseas shipments are documented in a uniform manner, utilizing the 
standard GSA documentation in lieu of having to prepare special military 
documentation in various format depending upon the area being served. 
This adoption of uniform documentation has resulted in effecting considerabl: 
savings in paper work and has made it possible to make shipments through 
any port to any part of the world by any one of the GSA export regions in 
a uniform manner. The adoption of worldwide uniform documentation of 
overseas shipment to Air Force bases has also made it possible for GSA 

to streamline its operations and more expeditiously effect shipments, 
thus shortening the pipeline time. 


Extended Supply Support - Army Installations in Alaska 


Authority has been granted for Army installations in Alaska to procure 
local purchase type items contained in the GSA Stores Stock Catalog by 
direct requisitioning upon the GSA Stores Depot, Seattle, Washington. 
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GSA Export Control Branches Established 


During 1959 a steady increase was experienced in FSS supply support to 
military and civilian establishments located outside the continental 
limits of the United States. As a result, requirements for handling 
such orders have increased as to quantity of documents processed, 
complexity of the data required to be shown on the document, and in the 
manner in which the documents must be processed. Accordingly, separate 
Export Control Branches were established in the export regions; e.g., 
Regions 2, 7, 9, and 10, through the ports at New York, New Orleans, 
San Francisco, and Seattle. 


These Export Control Branches screen all overseas orders, both for 
stores and non-stores items. Orders are reviewed for completeness, 
special handling criteria, and for any required coordination with 
appropriate military or civilian agency. 


Also, specialized export packing operations are in operation in the 


same four port locations, utilizing combinations of commercial and 
GSA-operated facilities. 


Air Force Hand Tool Program 


The Air Force hand tool program now consists of approximately 1800 items, 
which are stocked in all 10 GSA regions. 


Air Force Household and Quarters Furniture 


In Fiscal Year 1959 the volume of purchases of household and quarters 
furniture was $26.2 million. 


GSA-WASH DC 60-1222¢ 
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APPENDIX 9—B—SuUPPLY SUPPORT TO THE DEPARTMENT OF DEFENSE 


General Services Administration material covering selecteq 
FSC Groups which has been submitted to the Department of 


Defense for their review of optimum management methods of 
general supply items. 


Coutents 


Summary, GSA Item Cards Submitted to Single 
Mamagers to Date, April 18, 196. 


Letter and Attachments to Executive Director, 
MISA, FSC Group 80, February 8, 1960. 


Letter and Attachments to Executive Director, 
MGSA, FSC Group 51, March 15, 1960. 


Letter and Attachments to Executive Director, 
MGSA, FSC Classes 4110 and 4140, March 23, 1960. 


Letter and Attachments to Executive Directer, 
MGSA, FSC Groups 35 amd 73, March 28, 1960. 


Letter and Attachments to Executive Director, 
MGSA, FSC Group 81, March 31, 1960. 


Letter and Attachments to Executive Director, 


MGSA, FSC Groups 77, 78, 79, 85 and 99, 
April 6, 1960. 


Letter and Attachments to Executive Director, 
MGSA, FSC Groups 72 and 74, April 11, 1960. 


Letter and Attachments to Executive Director, 
MGSA, FSC Groups 71, 75, amd Class 9310. 


es  eempanTON CARDS SUBMITTED TO SINGLE MANAGERS TO DATE 
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GENERAL SERVICES ADMINISTRATION 





Federal Supply Service 
Washington 25, D, ¢ 





February 8, 1960 


Executive Director 

Military Industrial Supply Agency 
700 Robbins Avenue 

Philadelphia 11, Pennsylvania 


Dear Sir: 


The opportunity te furnish data on items of interest to GSA and to 
assist you in every way possible in accomplishing your mission as 
Single Manager for Military Industrial Supplies is appreciated. 


There is transmitted, herewith, the first deck of cards for FSC 
Group 80 in accordance with our agreement with ASD (S&L). 


There is also enclosed as Attachment I, a narrative statement on 
Group 80 as required by memorandum from ASD (S&L) to ASN 
(Material), Subject: 'Coding and Classification Schedule for New 
Single Manager Assignments", January 21, 1960. 


We recognize that your job is a difficult one and feel that a brief 
sketch of the GSA Supply System may be of some help to you in 
determining optimum methods of furnishing industrial supplies to 
the military services. It is assumed that you have copies of Vol- 
ume III of AFSSC Study Project 59-2, dated September 1959, Part 
5 - General Services Administration. Reference to Volume III is 
made in Attachment II hereto, in order that you may obtain more 
detailed information about GSA in areas of interest to your agency. 


In the review now being conducted within the Department of Defense, 
most of the items in the categories under study are commercial in 
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nature. They are used extensively by civil as well as military agencies. 
GSA must support civil agencies on these items, and has been providing 
significant suppert to military services on many of these same items. 
We feel very strengly that in the area of commercial type, common-use 
items, GSA and the military sheéuld not compete with each other in the 
market. 


Sincerely yours 


/s/ C. D. Bean 


Cc. D. BEAN 
Commissioner 


Attachments: 


1 - Narrative Statement on Group 80 
tl - General Information Regarding GSA 
Supply Operations 
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ATTACHMENT | 





NARRATIVE STATEMENT 


GROUP 80 - PAINTS, BRUSHES, PRESERVATIVES, ADHESIVES 


This narrative statement is required by a memorandum from the Assistant 
Secretary of Defense (S&L) to The Assistant Secretary of the Navy (Materiel), 
Subject: ''Coding and Classification Schedule for New Single Manager Assign. 
ments", January 21, 1960. 


The information provided covers the points mentioned in the ASD (S&L) memo. 
randum, as follows: 


A. "Analysis of those items of common management interest to 
both the GSA and military supply activities 


B. "Summary of all items in the Class or Grouno as to GSA current 
coverage and future capabilities, assuming the establishme 
realistic timetables. 


Cc. "Nature of the commercial market; portion of the commercial 
output which is consumed by the Government, general availabil- 
ity, and homogeneity of the industry, i.e., concentrated in a few 
sources or widespread production. 


D "Contracting techniques utilized by the GSA. 


E. ''Method of supply to customers employed, viz., GSA Stores 
Depots, National Buying Programs, or Federal Supply Schedules.' 


Statement on Point A 











No. Of No. Common 
GSA To GSA AND % 
Class Items Military Common 
8010 Paints 37] 194 52% 
8020 Brushes 97 85 88% 
8030 Preservatives 33 14 42% 
8040 - Adhesives 34 25 74% 








Totals 535 318 59% 
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Statements on Points B, C, and D 
(These are provided for each Class) 


Class 8010 - Paints, Etc. 


GSA stocks paints, shellacs, driers, enamels, varnishes, 
lacquers, pigments, fillers, sealers, oil thinners, and 

stains for any normal job on any surface. Annual sales 

are approximately $5,000,000. With few exceptions, these 
items are in accordance with Federal Specifications. They 

are subjected to thorough laboratory analysis and perform- 

ance testing prior to acceptance. Freight is an appreciable 

cost element in paint procurement and the distribution system 
used for this commodity should be designed to minimize back- 
hauls or distant shipments of small quantities. The GSA Stores 
Depot system is ideally suited for distribution of this commodity. 
With reasonable prior notice, GSA can support military agencies 
on the items now stocked and has the capability of adding additional 
items required by military agencies. 


Purchases are made by each of GSA's ten regional offices direct 
from manufacturers, both small and large business, including 

some of the major producers in the industry. These products 

are generally available from hundreds of producers located in 
various sections of the country. Re-examination of procurement 
methods will be made in the light of any additional military volume. 


The estimated total annual commercial output is $1, 500, 000, 000 


of which the Federal Government consumes approximately 
$150, 000, 000 or 10%. 


Procurement is handled largely by open-end contracts covering 
a six months' period. Some of the specifications covering paints 
contain Qualified Products Lists. Each GSA region has a fully 
equipped laboratory manned by qualified technicians and numer- 
ous tests are made to assure delivery of specification material. 
High quality products are being received. 


Class 8020 - Brushes 
GSA currently stocks a well-rounded line of high quality brushes. 
Annual sales are approximately $l, 750,000. GSA is in an excel- 
lent position to render full support to the Department of Defense 
on the items now stocked, upon 90 days' prior notice. Any addi- 
tional items required by the military services could be added to 
GSA stocks within six months after receipt of item description 
and estimated requirements. 
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GSA closely coordinates its brush requirements with Federal 
Prison Industries, Inc., twice each year in advance of the 
establishment of production plans for the brush factory at 
Leavenworth, Kansas. This has worked to the advantage of 
both GSA and FPI. It would be beneficial to the Government 
as a whole if GSA could coordinate military as well as civil 
agency requirements with FPI to permit realistic production 
planning by the brush factory with prompt clearances for the 
balance of the Government's requirements which could then 
be covered by commercial contracts. 


Purchases are made from Federal Prison Industries to the 
extent that production is available from that source. Purchases 
from commercial sources are made direct from manufacturers 
both small and large business including most of the major pro- 
ducers in the industry. These products are generally available 
from producers located in various sections of the country. How- 
ever, the vast majority of the industries are concentrated on the 
East Coast. 


The estimated total commercial output is approximately 
$75,000, 000 annually of which the Federal Government con- 
sumes approximately $5,000,000 per year. In addition, the 
Federal Prison Industries, Inc., produces approximately 
$1, 300, 000 annually of which GSA consumes $750,000 or 58% 


Procurement is handled in the following manner: GSA furnishes 
estimated requirements to the Federal Prison Industries twice 
each year. FPI determines the quantities it can furnish and 
begins production for such quantities. As a general rule, FPI 
furnished GSA's total requirements of master grade brushes, 
manufactured with China bristles. The remaining quantities 
are cleared for purchase from commercial sources. 


Contracts are then made for a period of six months with mini- 
mum guaranteed quantities and for additional requirements that 
develop during the contract period. The invitations require sub- 
mission of samples prior to bid opening. Samples are visually 
inspected by a panel of qualified Government technicians. This 
panel includes three representatives from GSA - the Contracting 
Officer, a Quality Control Division representative, and a Speci- 
fications man; two representatives from Federal Prison Industries - 
the Plant Superintendent, Leavenworth Brush Factory, and the 
bristle Purchasing Officer; and a representative from the Bureau 
of Standards. The approved samples of the low bidders are then 
laboratory tested to determine compliance with specification. 
This is done in the New York laboratory under the guidance of 

a nationally recognized paint brush consultant. All production 
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under the contract must be equal to the approved sample and 
fully comply with specification. The contractor must certify 
that each shipment fully complies with the specification. All 
shipments are origin inspected, but the contract permits addi- 
tional destination inspection which is used whenever the occasion 
warrants. 


Classes 8030 and 8040 - Preservatives and Adhesives 





GSA now stocks 77 items in these Classes with annual sales of 
approximately $350,000. The majority of the items are pro- 
cured for use by civilian agencies. Supply support to military 
agencies on these items as well as any additional items required 
by the military agencies could be undertaken within reasonable 
timetables. 


Purchases are made at each of our ten regional offices from 
dealers, wholesalers, and manufacturers, both small and large 


business. These products are generally available from suppliers 
located in various sections of the country. 


The estimated total annual commercial output and the Federal 
Government consumption is not readily available. 


Procurement is largely by definite quantity contracts. However, 
some open-end contracts covering periods of six or twelve 
months are executed. 


Statement on Point E. 
(All Classes) 


All items in Group 80 are distributed through Stores stock. In 
certain instances, depending upon the size of the order or other 
factors, arrangements are made for shipment of a stock item 
directly from the contractor to the consignee. 
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ATTACHMENT II 


GENERAL INFORMATION REGARDING GSA SUPPLY OPERATIONS 


Functions and Organization 


The National Buying Division, a Central Office camponent, develops 
and implements plans, policies, and procedures governing purchasing, con- 
tracting, and inventory management aspects of all Federal Supply Service 
operational supply programs. The National Buying Division also performs 
central contracting for volume items issued through Stores stock. It pre- 
pares Federal Supply Schedules, which are national in scope, and contracts 
nationally for the volume items in consolidated buying programs. The Buy- 
ing Division, at the regional level, manages the inventory of stock in 
each Stores Depot and procures replenishment requirements, as well as sup- 
plies and services for direct delivery. The Stores Management Division 
directs the Storage and Distribution operations in the regional offices. 
You will find more complete explanation of our organization in Chapter II 
of the AFSSC booklet, pages 12 to 19. 


Storage and Distribution 


The Federal Supply Service of General Services Administration oper- 
ates eleven Stores Depots, as well as four Depot Ammexes. These are 
located throughout the United States at major distribution centers, serv- 
ing geographic areas delineated on the basis of minimm freight costs for 
the agencies served. To permit prompt service to overseas destinations, 
export packing and shipping operations are confucted at GSA facilities 
in New York, New Orleans, San Francisco, and Seattle. 


During the past year we have increased our storage facilities by 
expansion of some existing locations and by taking over available 
Government-owned space at other locations. We are ready and willing to 
expand further our distribution network within reasonable timetables. 

If requested to do so, we would also be willing to establish GSA sections 
in any military depot within your exist distribution system. Chap- 
ter VI of the AFSSC booklet, pages 77 to 04, explains in more detail our 
Storage and Distribution system and shows storage facilities presently 
in operation in each GSA Region. 


Procurement - Method of 


The basic objective in all Federal Supply Services supply programs 
is to make common-use items of the proper quality available to all 
Federal agencies at the point of use when needed at the lowest over-all 
cost to the Govermment. In developing supply programs to accomplish 
this and, at the same time, provide continuing supply availability, it 





MILITARY SUPPLY MANAGEMENT 233 


ATTACHMENT II 


ig necessary to determine the "Method of Supply” which should be utilized 
for each type of commodity to produce the most effective results. In 
aidition to supply through storage and issue, there are two other princi- 
pal methods of supply used: 


1. Supply through purchasing of definite 
requirements for direct delivery to use 
point. 


2. Supply through indefinite quantity re- 
quirement contracts. (For example, 
Federal Supply Schedules. ) 


There are presently some 73 Federal Supply Schedules covering an estimated 
50,000 items with anmual sales of over one-half billion dollars per year. 
In many cases these Schedules are the most logical contract basis for 
supplying items to the Government. 


Recognizing the importance of selecting the proper method of supply, cer- 
tain basic criteria have been established as guidelines in developing 
commodity programs. These criteria, as well as detailed information on 
our procurement programs, may be found in Chapter V of the AFSSC booklet, 
pages 47 and 55. We are prepared to re-examine our current method of 
supply on any item in the light of the review and classification studies 
you are now making. 


Operating Statistics 


We are proud of GSA's record of effectiveness in its supply support 
programs. You will undoubtedly be interested in some of the statistics 
on our operations. Accordingly, your attention is invited to the follow- 
ing references in the AFSSC booklet: 


Page in Booklet 
1. Sales 93 and 94 
2. Regional Workloed 95 
3. Costs of Stores Operations 96 
4. Inventory Levels 101 


5. Supply Effectiveness 104 and 108 
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Federal Supply Service 
Washington 25, D.C. 


March 15, 1960 


Executive Director 
Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 


Dear Sir: ) 


There is transmitted, herewith, the first deck of cards which 


covers FSC Group 51 in accordance with our agreement with 
OASD (S&L). 


There is also enclosed as Attachment I, a narrative statement 
on Group 51 as required by memorandum from OASD (S&L) to 
ASA (Logistics), Subject: "Coding and Classification Schedule 
for New Single Manager Assignments", January 21, 1960. 


* * + * * * * 


Hand Tools, the first commodity with which you will be deal- 
ing, is one in which our record of support to the military has 
been truly outstanding. Since November 1957, when we were 
asked to undertake support of the Air Force on Hand Tools, we 
have pioneered a program in the Government which has resulted 
in the elimination of 'dime-store'"' quality tools which have 
plagued military, as well as civil agencies, for many years. 
Today, the Air Force and many other agencies regularly look 
to GSA for an extensive line of excellent quality tools available 
from all GSA Stores Depots on short notice at very favorable 
prices. This program which has been growing steadily over 
the last few years, is producing well-recognized economies for 
the Government. 


Sincerely yours 


Cc. D. BEAN 
Commissioner 


ee 
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NARRATIVE 


STATEMENT 


GROUP 51 - HAND TOOLS 


Statement on Point A 


t & 
Class 

5110 - Hand Tools, Edged, 
Nonpowered 

5120 - Hand Tools, Nonedged, 
Nonpowered 

5130 « Hand Tools, Power 
Driven 


5133 - Drill Bits, etc. 

5136 - Taps, Dies, etc. 

5140 - Tool and Hardware 
Boxes 

5180 - Sets, Kits, of 
Hand Tools 


Totals 


55818 O—60 16 


No. of 
GSA 

Items 
437 
1,141 
ug 
554 
85 
25 


6 


—_—— 


2,367 


No. Common 
to GSA and 


Military 
366 
975 
2k 
hs 
76 
13 


3 


1,904 


ATTACHMENT I 


Percent 
Common 


83.7 
85.4 
20.1 


80.3 
89.) 
52.0 


83.3 


80.4 
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Statement on Point B 
Stores Stock 


GSA stocks in all its Regional Depots’ 2,048 items of hand tool 
of which we have been assigned supply support responsibility by 
the Air Force on 1,853 items. Basically the items are profes. 
sional quality common-use type tools. They incluie such itens 
mechanics' tools, carpenters’ tools, electricians’ tools, 
tools, blacksmiths’ tools, linesman's tools, plumbers‘ tools, 
body and fender tools, wrenches and wrench sets, pliers, screy. 
drivers, tool boxes, twist drills, hacksaws, chisels, cutters, 
axes and hatchets, machetes, reamers, torches, picks, shovels, 
rakes, vises, taps, and dies, etc. 

Annual sales are approximately $9,500,000. Copy of the USAF 
Hand Tools Supplement to the Stores Stock Catalog is attached, 
Additional tool items are also included in our general Stock 
Catalog. These items are in accordance with the Federal or 
Military Specifications, where such specifications are avail- 
able. They all have been rigidly inspected by tool specialists, 
mostly at source, prior to shipment. 


Federal Supply Schedules 


In addition, GSA issues a Federal Supply Schedule covering 


this Class, including various types of electric portable 
drills, electric hammers and accessories; portable sanders, 
electric and pneumatic; portable electric saws, and the cam- 
plete line of twist drills regularly manufactured commercially. 
There are 557 items, including accessories and repair parts, 
covered in this Schedule. Total annual sales on Class 51 items 
only umier this Schedule are approximately $1,700,000. Items 
in related Classes are also included in this Schedule. 


GSA Capabilities 


GSA can assume world-wide support to all military departments 
on the items now carried in its Stores Depots and in Federal 
Supply Schedules upon 90 days’ prior motice. Support on addi- 
tional items can be undertaken within reasonable timetables. 


Statement on Point C 


Menufacturers of hand tools, with few exceptions, sell to their cus- 


\ 


tomers through normal commercial chamnels of distributor, jobber, and retail | 
outlets for distribution. Except for extremely large quantity purchases, 
many manufacturers in the past preferred not to deal directly with the 


Government. 
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Since the inception of the GSA Hand Tool Program, we have geared | 
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our procurement , insofar as possible, directly to the prime mamfacturers of 
the better quality tools in order to assure not only the lowest price, but 
also careful quality control through all stages of manufacturing. We do 
pusiness with substantially all of the major producers of professional quality 
tools in the United States. Distributors or jobbers are utilized only where 
the volume requirements are small. 


Factual data concerning the dollar value of commercial production of 
hand tools is not readily available. However, the Business and Defense 
Administration of the Department of Commerce reports that preliminary draft 
of the 1958 Census shows a total of 527 million dollars for those items nor- 
milly considered "hand tools". It is the consensus of those consulted that 
sales to the Government run between 5% and 10% of this figure. 


Ste on Point D 
1. Stores Stock 

Most items of sufficient dollar volume are procured by open- 

end contracts prepared by the National Buying Division, 

covering a 6— or l2smonth period. Special contracting tech- 
niques have been developed for the Hand Tool Progrem, tailored 
to a centralized buying operation at manufacturers’ level to 
maintain the lowest cost ani the highest quality. Some fea- 
tures employed in these techniques incluie: 

a. Inspection of bid samples prior to award. 

b. Guaranteed contract quantities by percemtage of 
total requirement anticipated, and open-end term 
for the balance of requirements. 

c. Grouping of related items for aggregate award. 

a. Specified minimm ortler and ordering wits. 

e. Standby stock (reservoir of pre-packaged and pre- 
inspected material held by the contractor for imme- 
diate delivery upon receipt of orders). 

f. Plant inspection of tools prior to shipment. 

g- Monthly production capability requirement. 

h. Required plant quality control system and equipment. 


i. Normal orders and applicable shipping schedule from 
standby stock, averaging 10-30 days. 


j- Shipping schedule on larger orders from production rums. 
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These features have enabled us to centralize procurement and 
quality control at the national level ani to decentralize 
ordering by each Stores depot to permit achievement of lowest 
operating cost. 


Inspection of bid samples prior to award assures GSA of effec. 
tive contracts rather than legal documents upon which to base 
subsequent claims of damage for failure to perform. Careful 
plant facilities inspection and financial data requirements 
also strengthen this objective. Awards are mide competitively; 
negotiation is resorted to only in abnormal situations, as 
contemplated by the law. 


Federal Supply Schedules 


Federal Supply Schedules for hand tools, are made by formal 
advertising and award on competitive bid basis. The period 
covered is for ome year. Copy of the current Schedule is 
attached, showing the items imvolved. The Schedule is on a 
hezone, nationewide basis, excluding Hawaii and Alask.. 
Awards are made principally to mamfacturers. It covers a 
range of portable powered hami tools, commomeuse type, such 
as drills, hammers, semiers, saws, etc. The complete line of 
twist drills, in accordance with the Federal Specification, 
are also covered. These items are awarded on a list basis, 
priced delivered to any point in the continental United States, 
These drill contracts averaging about $1,500,000 sales per 
year over the last several years, have been particularly 
advantageeus to the Govermment as there is no known case of 
open market buying by the Govermment equalling the price shom 
in this Schedule. In the past year, two examples developed 
where the Ordmance Weapons Command, Rock Island, Dlinois, 
attempted to buy quamtities of twist drills, in excess of the 
maximm limitation show in the Schedule Contract, by adver- 
tising im the open market. In both instances, open market 
prices quoted for definite quantities were substantially 
higher than those obtainable under the Schedule. In one 
instance, against a total of $38,736.94, a saving to the 
Government of $9,462 was accomplished by negotiating, in 
effect, an amendment to the Schedule Comtract allowing nlace- 
ment of the order uailer the Schedule. 


This Schedule would form a mucleus for rapid expansion to 
cover similar portable powers or nonpowered hand tools, as 
may be required by the military services. 
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3. ial Quality Control ures 


Quality control activities are directed by a metallurgical 
engineer of the Quality Control Division, Central Office, who 
makes frequent visits to the manuracturing plants with the 
regional inspectors to insure full conformance to inspection 
end testing requirements, and to discuss methods of improving 
quality. Each source inspector is furnished with an approved 
semple of the material to be supplied. The sample serves as a 
standard of workmanship, finish, and marking, and in addition, 
all material furnished mst meet requirements of the specifi- 
cation and comtract. Special testing equipment and gauges 
have been installed in GSA laboratories as required, such as 
a Kodak contour projector for inspection of small tolerances 
and a 60,000 inchepouml torque testing machine for miscellaneous 
testing requiring heavy loads. In addition, GSA contracts re- 
quire that the contractor mintain adequate facilities for 
inspection and testing at his own plant. 


Stetement on Point E 
Stock Item Canis Submitted 2,048 
Schedule Item Cards Submitted 319 
Total Cards Submitted 2,367 


Included are cards for 238 items which are available from both 
stock and Schedule. These items primarily cover twist drills. In each 
such case & stock item card, only, has been submitted to avoid duplication. 
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“~ Federal Supply Service 
A {) Washington 25, D.C. 
SBEay 


ee 


March 23, 1960 


Executive Director 
Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 


Dear Sir: 


There is transmitted herewith our deck of cards covering FSC 

Classes 4110, Refrigerators and Water Coolers, and 4140, 
Electric Fans, in accordance with our agreement with OASD 

(S&L). 


There is also enclosed as Attachment | a narrative statement 

on Classes 4110 and 4140 as required by a memorandum from 
OASD (S&L) to ASA (Logistics), Subject: 'Coding and Classifi- 
cation Schedule for New Single Manager Assignments", January 21, 
1960. 


As you will note in the attached narrative statement, GSA is 

now supporting the Air Force on many of these items and is in an 
excellent position to provide effective support to all military 
services on all of these items. 


Sincerely yours 
/s/ 


Cc. D. BEAN 
Commissioner 





ice 
).C. 
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NARRATIVE STATEMENT 





CLASS 4110 - SELF-CONTAINED REFRIGERATION UNITS 
CLASS 4140 - FANS AND AIR CIRCULATORS - NON-INDUSTRIAL 








Statement on Point A 


No. Of No. Common 








GSA To GSA and % 
Class Items Military Common 
#4110 - Refrigerators 
and Water Coolers 24 23 72.0 
4140 - Electric Fans 3 3 100.0 
Totals 27 26 96.3 


*Cards submitted for Water Coolers only. Refrigerators 
are bought for use and are not currently identified by 
Federal Stock Number. 


Statement on Points B, C, D, and E 


CLASS 4110 


Refrigerator s 


Class 4110 covers refrigerators of all types and sizes, from small 
2 to 4 cu. ft. biological refrigerators used for storing plasma, se- 
rums and drugs and medicines to the larger household types from 
8 to 16 cu. ft. capacity. This class also includes commercial type 
reach-in, walk-in and pass-through refrigerators from 20 cu. ft. 
capacity to more than 60 cu. ft. capacity. Freezers, both chest 
type and upright, are also included. 


Because of the nature of this commodity group and ready commer- 
cial availability, refrigerators and freezers are not stocked in 
Regional depots. They are purchased by GSA on an FOB destination 
basis for direct delivery to the requisitioning agencies located with- 
in the Continental United States. Overseas requirements are pur- 
chased on an FOB port of shipment basis and evaluated, taking into 
consideration transportation and ocean freight costs to destination, 
in order to insure the most advantageous price to the Government. 


Domestic requirements for refrigerators and freezers are pur- 

chased by formal advertising under the consolidated purchase pro- 
gram described in GSA Reg. I-II-306.01. Requisitions are accum- 
ulated through the 15th of each month; are then consolidated, and 

an invitation for bids, providing definite quantities and destinations, 

is issued on or about the 23rd day of the month with scheduled open- 
ing 20 days thereafter. Deliveries are effected from 20 to 60 days 
after the bid opening date. Consolidation of individual requisitions 
enables GSA to achieve the price advantages resulting from quantity 
buying. Quality is assured by use of Federal Specification AA-R-21llc, 


requiring manufacturers' warranty and inspection at manufacturers’ 
plant. 
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Requirements for shipment to overseas areas are consolidated if 
the requested delivery dates permit or are issued on separate invi- 
tations. 


All items of refrigerators and freezers are purchased from the man- 
ufacturers who normally bid directly rather than through distributors. 
Use of distributors' stock is made in many cases, to effect quicker 
delivery or to meet small emergency requirements where the distri- 
butor is located in the same geographical area as the consignee agency, 


Government requirements of refrigerators and freezers purchased 
by GSA represent less than 1% of total industry production. Pro- 
curement by GSA for calendar year 1959 exceeded 14,000 units and 
$2,165,000 as against total industry production of approximately 

5 million units. 


During calendar year 1959, procurements of $1,623,000 were made 
for the Air Force as a part of GSA's support to the Air Force on 
household and quarters furniture and appliances. 


There are enclosed two copies of invitation for bids on procurement 
of refrigerators and freezers issued by our National Buying Division 
on December 23, 1959, and January 26, 1960. You will note that of 
the total requirements on the first invitation, Air Force requirements 
cover 67.6 percent and in the second invitation 62.2 percent. These 
invitations are representative of our procurement of these items for 
the Air Force. GSA is capable of providing the same consolidated 
procurement support on refrigerators to all military services. 


Water Coolers 


There are twenty-four (24) items of water coolers on which GSA 
furnishes supply support to all Government agencies. Four (4) 

of these items are stored and issued by all Regional depots and 

the remaining twenty (20) are procured, quarterly, under a Na- 
tional Buying Division consolidated procure ment program which 

is explained in GSA Reg. I-II-305.01. Except for one non-mechan- 
ically cooled dispenser (Item 4110-203-0537), all of these items \ 
are covered by Federal Specification OO-C-566c. 


These items are purchased by GSA, centrally, from manufacturers. 
Steck replenishment requisitions for the stock items are prepared 
and submitted to the National Buying Division quarterly, to arrive 
prior to the first day of March, June, September, and December. 
Requisitions from using agencies for items not stocked by GSA 

are submitted as required and are consolidated and issued on in- 
vitation for bids approximately the 5th day of the month with sched- 
uled opening 14 days thereafter. Deliveries are effected approxi- 
mately 60 to 90 days after date of award. In addition, interim 

GSA depot requirements and using agency requisitions which are 

not received in time to be included in the quarterly procurement 

are accumulated, consolidated, and issued in invitation for bids 

on the 5th day of the following month with scheduled opening 14 j 
days thereafter. Quality is assured through careful inspection 
at manufacturers’ plants. 


—— 


MILITARY SUPPLY MANAGEMENT 243 


Total GSA purchases of mechanical water coolers for calendar 
year 1959 were approximately 4600 units with a value of $550,000. 
Total annual industry production is approximately 140,000 coolers 
having a value exceeding $20,000,000. 


GSA is capable of providing supply support to all military depart- 
ments on these items. 


CLASS 4140 - Electric Fans 
Peel 


GSA has standardized on three electric fans which are stored and 
issued by all Regional depots. These three items are illustrated 
on Page 26 of the current Stores Stock Catalog. Approximately 
30,500 units valued at $776,500 were issued during calendar year 
1959. Total industry production for all types and sizes of electric 
fans is estimated at 4,340,000 units at a retail value of about $155 
million. Two of the three items stocked are now cross-referenced 
to GSA in current Air Force Stock Lists and a significant portion 
of GSA sales are made to Air Force users. These two items are 
4140-203-3782, Pedestal Fan, and 4140-256-9913, 16'' Wall Fan. 


GSA contracts, centrally, for these items through term contracts 
for a calendar year. These contracts are made directly with man- 
ufacturers and provide for the stock replenishment requirements 
of all Regional Stores Depots which may arise during the year. 
Specific guarantees are made for as much as 50% of the total esti- 
mated requirements to permit production planning by the contrac- 
tor. Stock replenishment orders are placed by each Regional Of- 
fice as requirements arise and deliveries are effected within 15 

to 20 days after receipt of purchase orders. Quality is assured 
throught the use of Interim Federal Specification W-F-00101 and 
Federal Specifications W-F-95, W-F-97a, and amendments there- 
to, and through requirement for origin inspection performed by the 
nearest Regional Office. 


GSA is in an excellent position to extend supply support on these 
three items to all military departments on short notice. 
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GENERAL SERVICES ADMINISTRATION 


Federal Supply Service 
Washington 25, D.C! 








March 28, 1960 


Executive Director ) 
Military General Supply Agency 

Richmond Quartermaster Depot 

Richmond, Virginia 


Dear Sir: 


There is transmitted, herewith, the deck of cards which 
covers FSC Groups 35 and 73 im accordance with our agreement | 
with OASD (S&L). 


There is also enclosed as Attachment I, a narrative state- 

ment on Groups 35 and 73 as required by memorandum from 

OASD (S&L) to ASA (Logistics), Subject: "Coding and Class- 

ification Schedule for New Single Manager Assignments," } 
Jamuary 21, 1960. 


Sincerely yours 
/s/ 


Cc. D. BEAN 
Commissioner } 


Attachments 





, 


ce 


A 


— 
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GROUP - SERVICE AND TRADE EQUIPMENT 
GROUP - FOOD PREPARATION AND SERVING 


Statement on Point A 


No. Of No. Common to £ 
Group or Class GSA Items GSA and Military CmmOR, 
* 35 - Service and Trade 
Equipment. 5 4 80.0 
- Food Cooking, Baking 
-” and Warming Equipment. 18 18 100.0 
Remainder of Group oe 
73 = Food Preparation 
Serving Equipment. 260 6 25.4 
Totals 283 88 31.1 


*No cards submitted for electric washers and dryers pro- 
cured for the Air Force. FSN's not readily available 
since these items are purchased for use. 


Statement on Points B, C, D, and 


a. Group 35 _- Service and Trade Equipment 


The five items submitted in this Group cover stock items of laundry netting, 
barber shears, and hair clipper. These items are available from all GSA 


Stores Depots and service can readily be extended to all military departments 
on these items. 


Major GSA procurement activity in Group 35 is currently for Electric Washers 
and Dryers as a part of GSA's support to the Air Force on household and quarters 
furniture and appliances. Wo cards are submitted for these items since FSN's 
are not currently used. GSA procurement of these items during calendar year 
1959 amounted to approximately 50,000 units valued at $5,100,000. The Govern- 


ment's requirements are only a small fraction of industry's production 
(5,000,000 units during 1959). 


Domestic requirements for washers and dryers in carload or larger quantities 
are purchased by the National Buying Division im Washington. Requirements 
for less than carload lots, or when installation and servicing are to be pro- 
vided, are procured through the GSA Regional Office servicing the area in 


which the consignee is located. Regional buys are made on a definite quantity 
and prescribed delivery basis. 


Overseas requirements, regardless of quantity, are purchased by the National 
Buying Division, Washington, D. C., for the European, North African, and 

Near East areas. The San Francisco Regional Office purchases appliances for 
the Far East and Pacific areas, and the Seattle Regional Office purchases 

for consignees in Alaska and the Aleutians. Copy of a typical bid invitation 
issued by San Francisco for Air Force requirements in the Far East is attached. 


Under the terms of these contracts all manufacturers warrant their products 
against defects for one year with additional four-year warranty for motor 
units. Replacement of parts is made without cost to the Govermment for the 
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first year. Preservation, packaging, and packing levels are specified, ani 
special attention is paid to these factors to insure safe arrival of these 
units at destination. GSA inspects all items at manufacturer's plant prior 
to shipment. 


GSA is capable of procuring washers and dryers for the other military sery. 
ices along with the Air Force. 


Class 7310 - Food Coo’ B and W Equi +t 


Cards are submitted for eighteen (18) items of Electric and Gas Ranges pro- 
cured by GSA as a part of its support of the Air Force on household and 
quarters furniture and appliances. GSA procurement of these items during 
calendar year 1959 totaled 7,316 units valued at $735,000. The Govermment's 
requirements are only a small fraction of industry production (3,765,100 
units during 1959). 


Procurement methods and responsibilities are essentially the same as those 
discussed in "a" above, under electric washers and dryers. 


GSA is capable of procuring these electric and gas ranges for the other 
military services along with the Air Force. 


Remainder of Grou Food tion and Serv Ei 


Cards are submitted for 260 items covering kitchen utensils, cutlery, and 
flatware, tableware, and sets and kits for food preparation. There are 222 
items available from Stores Depots and 48 items (paper cups) available from 
the Federal Supply Schedule. Ten (10) paper cup items are available from 
both stock and Schedule, and a stock item card only has been submitted for 
these items to avoid duplication. 


Commercial availability of these items is widespread throughout the country. 
While statistics are not readily available, the Government's consumption of 
commercial output is very small. 


All stock items in Group 73 are procured by GSA Regional Supply Depots, 
except (1) glass tableware, (2) glass tumblers, (3) corrosion-resisting 
steel table cutlery, (4) plastic serving pitchers, and (5) wood picnic forks 
and spoons. Procurement of these five categories is by open-end contracts 
established by the National Buying Division covering a six-month or one-year 
period. Invitations for bids contain estimated quantities to be purchased 
during the contract period. Wood and plastic items, not covered by a specifi- 
cation, are procured on a purchase description and/or brand name basis. All 
other contract items are procured under Federal specifications. Quality is 
maintained by plant inspection or analysis at each GSA Region which is 
equipped with laboratory facilities and manned by qualified technicians to 
assure delivery of acceptable merchandise. 


GSA's coverage of these items is expanding rapidly. The number of items 
stocked has doubled during the last year. Commonality between GSA and DOD 

is somewhat lower on these items than in other commodities since most of GA's 
items are stocked for hospital and institutional use and also because stani- 
ardization in this commodity area is difficult to achieve. However, with the 
technical knowledge and contracting experience developed to date, GSA is in 
an excellent position to handle extensive coverage of all items in Group 73. 


— 
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GENERAL SERVICES ADMINISTRATION 


Federal Supply Service 
Washington 25, D.C, 





March 31, 1960 


Executive Director 

Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 


Dear Sir: 


There is transmitted herewith our deck of cards covering the following listed 
(lasses under FSC Group 61, in accordance with our agreement with OASD (S&L). 


FSC Class 8105 
FSC Class 8110 
FSC Class 8115 
FSC Class 8125 
FSC Class 8135 


Bags end Sacks 

Tubes, Mailing and Filing 

Boxes, Cartons and Crates 

Bottles and Jars 

Packaging and Packing 
Bulk Materials 


There is also enclosed as Attachment I a narrative statement on the above Classes 
as required by memorandum from OASD (S&L) to ASA (Logistics), Subject: "Coding 
end Classification Schedule for New Single Manager Assignments", Jamary 21, 196. 


Sincerely yours, 


Cc. D. BEAN 
Commissioner 
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GSA stocks ninety-six (96) items of bags and sacks in all its Regional Depots. 
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Class 8105 - Bags and Sacks 
Class 8110 - Tubes, Mailing and Filing 
Class 8115 - Boxes, Cartons and Crates 
Class 8125 - Bottles and Jars 
Class 8135 - Packaging and Packing Bulk Materials 
t ot a a o 2 
Statement on Point A 
No. Of No. Common 
GSA To GSA and $ 
Class Items Military Common 
8105 - Bags and Sacks 96 33 34.4 
8110 - Tubes, Mailing 
end Filing 48 10 20.8 
8115 - Boxes, Cartons 
and Crates €2 47 75.8 
8125 - Bottles and Jars 6 u 18.3 
8135 - Packaging and 
Packing Bulk 
Materials 459 72 15.7 


Totals 725 173 


Statement on Point B 


1. CLASS 8105 - BAGS AND SACKS 


nm 
Ww 
\o 


Items consist of bags and sacks of burlap, canvas, cellophane, cotton, and 
packaging and packing list emvelopes; and insulated foils; and plastic. 


These items are in accordance with either Federal or Military specifications where 


such are available. The items are thoroughly 
to shipment. GSA supplies the requirements of all civilian agencies. These 


items are also used to a great extent by military commissaries. 


CLASS 6110 - TUBES, MAILING AND FILING 


inspected, mostly at source, prior 


Cards are submitted for forty-eight (48) items in this Class. 
(23) of the items are available from Store Depots and twenty-five (25) from 
the Federal Supply Schedule. Five (5) items of mailing tubes are available 


from both stock and schedule. 


to avoid d&plication. 


Stores Stock 


Twenty-three 


A stock item card only is submitted for these 


All stock items are in accordance with Federal specifications. 


Federal Schedules 


GSA issues a Federal Supply Schedule covering a complete line of mailing 


tubes in various lengths and diameters. Total anmual sales from this 
source. approximate $100,000. These items are listed in Federal Supply 
Schedule, FSC Group 75, Part I, Section B, Office Supplies, which is 


mandatory on the Department of Defense. 





3. 


4. 
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CLASS 8115 - BOXES, CARTONS AND CRATES 
a. Stores Stock 





GSA stocks fifty-four (54) items in the Class covering folding lunch 
boxes, shtpping and storing fiberboard boxes, egg cartons, food packaging 
cups emi lids. For these items GSA supplies the requirements of all 
civilian ageacies. These items are also used to 4s great extent by mili- 
tary commissaries. These items are in accordance with Federal or Military 
specifications where such specifications are available. All items are 
thoroughly inspected, mostly at source, prior to shipment. 


b. Federal Supply Schedule 


GSA issues a Federal Supply Schedule covering eight (8) items of fiber- 

poard document cases. These items are listed in Federal Supply Schedule, 
Fsc Group 75, Part I, Section B, Office Supplies, which is mandatory upon 
the Department of Defense. The items of document cases are new items in 


the current Schedule, therefore figures om ammal sales are not readily 
available at this time. 


CLASS 6125 - BOTTLES AND JARS 


a. Stores Stock 


GSA stocks two (2) items in this Class consisting of a mcilage or 
glue receptacle and a five gallon glass bottle for use in water 
coolers. Items are thoroughly inspected, mostly at source, prior to 
shipment. 


Feterel Supply Schedule 


GSA issues a Federal Supply Schedmle covering fifty-eight (58) items 
ef screw top bottles and rubber bottle stoppers. Ammal sales from 
this source are estimated at less than $5,000. ‘These items are listed 
im Federal Supply Schedule, FSC 65, Part III, Medical, Dental and 
Veterinary Equipment and Supplies. 


- PACKAGING AND PACKING BULK MATERIALS 


? 


are submitted for four hundred fifty-nine (459) items in this Class. 
hundred twelve (212) of the items are available from Stores Depots and 
hundred forty-seven (247) from the Federal Supply Schedule. ‘Three (3) 

of metal edged stock tags are available from both stock and Schedule. 
item card oly is submitted for these to avoid duplication. 


a. Stores Stock 


oir 


GSA -stocks, in all ite Regional Stores Depots, two hundred twelve (212) 
items of packaging and packing bulk materials. These items include 
barrier material, cellophane, chipboard, cushioning material, inserts, 
box liners, Kraft wrapping paper, meat wrapping paper, waxed wrapping 
peper, plastic film, steel strapping, tags, gummed Kraft tape, pressure 
sensitive tape, electroplating tape, lead foil tape, filament reinforced 
tape and prepacking trays. GSA supplies the requirements of all civilian 
agencies. These items are also used to a great extent by military 
commissaries. 


b. Federal Schedule 


GSA also issues a Federal Supply Schedule listing two hundred forty-seven 
(247) items of tags and pressure sensitive tapes. These items are 
covered under Federal Supply Schedule, FSC Group 75, Part I, Section B, 
Office Supplies, which is mandatory upon the Department of Defense. 


GSA CAPABILITIES 





GSA can assume world-wide support to all military Departments on the items 
now carried in its Stores Depots and Federal Supply Schedules upon 90 days 


prior notice. Support on additional items can be accomplished within 
reasonable lead time. 
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As a matter of interest we are enclosing a copy of our current Commissac-y 
Operating Supplies Catalog. All items of this general category have been 
consolidated in this catalog as a convenience to both civilian and mili 

commissary officers. Many of the items in this commissary catalog are coy. 
ered in this submission on Group 61. Our volume of business with military 
commissaries is increasing rapidly. 


Statement on Point C 


Items in these Classes are purchased from prime mamfacturers and/or converters. 
While there are many different types and sizes of items available from industry in 
the various Classes, mamufacturers and converters will offer substantial savings 
in cost if orders are limited to standard sizes ss covered by applicable Federal 
specifications. Availability is excellent on items of common use as suppliers 
possess a tremendous output potential. 


Information, by Class, on the portion of the commercial output which is consumed 
by the Government is as follows: 


CLASS 8105 
The Paper Bag Institute estimates the industry's commercial output for paper 
bags and sacks at 24,561,600 bales, with approximate sales of $148,628,700 
annually. Govermment sources procure approximately $3,000,000, or 2%. 

CLASS §&110 
Govermment sources procure a very small portion of the total industry output. 


CLASSES 8115 AND 8125 


Information on the portion of the commercial output which is consumed by the 
Government for these Classes is not readily available. 


CLASS 8135 
The Kraft Paper Association estimates the industry's total ammal commercial 
output at 2,900,000 tons with approximate sales of $490,000,000. Government 
sources procure approximately $20,000,000, or #. 


Anmal sales by GSA of items in Group 81 is ae follows: 


Stores Stock $6, 800,000 
Federal Supply Schedules 160,000 
Total Sales $6,960,000 


Statement om Point D 


Most of the items of sufficient dollar volume are procured through indefinite qua- 


tity comtracts prepared by our National Buying or Regional Divisions on a 6 or 12 
month period. These contracts require source inspection. Maxy suppliers maintain 
standby etocks. Distribctorms or jobbers are utiliced only where volume reqire- 
ments are small. 


Statement on Point E 


There are a total of seven hundred twenty-five (725) items in Group FSC 61 which are 
available through GSA. ‘The breakdown between Stores Stock and Federal Supply Schedule 


items is as follows: 


Stock Sche@ile Total 


Class 8105 96 0 96 
Class 8110 23 25 48 
Class 8115 54 8 2 
Class 8125 2 58 60 
Class 8135 a2 2h7 459 


Totals 387 338 725 
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GENERAL SERVICES ADMINISTRATION 


Federal Supply Service 
Washington 25, D.C. 





April 6, 1960 


uxecutive Director 

Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 


Dear Sir: 


There is transmitted herewith our deck of cards covering the following listed 
FSC Groups, in accordance with our agreement with OASD (S&L). 


FSC Group 78 - Recreational and Athletic Equipment 


FSC Group 79 - Cleaning Equipment and Supplies 
FSC Group 85 - ‘Toiletries 
FSC Group 99 - Miscellaneous 


There is also enclosed as Attachment I a4 narrative statement on the above Groups 
as required by memorandum from OASD (S&L) to ASA (Logistics), Subject: "Coding 
and Classification Schedule for New Single Manager Assignments", Jamary 21, 1960. 


Sincerely yours, 


My Yt te Ge 


Commissioner 
Attachments : 
I - Narrative Statement on 
Groups 78, 79, 85 and 
99. 


55818 O-—60 17 
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ATTACHMENT I 


NARRATIVE STATEMENT 


Group 77 - Musical Instruments, Phonographs, and 
Home-Type Radios 


Group 78 - Recreational and Athletic Equipment 
Group 79 - Cleaning Equipment and Supplies 
Group 85 - Toiletries 
Group 99 - Miscellaneous 
aia 3 * a oe * & 
Statement on Point A 
No. OF No. Common 
Group or GSA To GSA and Percent 
Class Items Military Common 





78 - Recreational 
and Athletic 


Equipment 93 22 23-7 

T9 - Cleaning Equip- 
ment and Supplies 700 9k 13.4 
a Toiletries ; 2 2h 32.9 
Totals me 144 10.7 


The low percentage of commonality in Group 79 points up the need 

for greater emphasis on standardization between military and 

civilian agencies since Group 79 covers a line of cleaning equipment 
end supplies which are essentially of a common use nature. This is 
especially true of the items in Class 7920, brooms, brushes, mops, 
and sponges, many of which are obtained from Federal Prison Industries 
or Industries for the Blind by both military and civilian agencies. 


GROUP 77 - MUSICAL INSTRUMENTS, PHONOGRAPHS, AND HOME-TYPE RADIOS 


GSA does not stock any Group 77 items nor are any covered by Federal Supply Schedules. 


It is considered that this type of material is best procured on a local purchase 
basis. 


Statement on Points B, C, and D 


GROUP 78 - RECREATIONAL AND ATHLETIC EQUIPMENT 


GSA does not carry any FSC Group 78 items in Stores Stock. However, there are 93 
items of athletic equipment and games in the current Federal Supply Schedule in 
Classes 7810 and 7820. Coverage can be increased and maximm order limitation ad- 
justed to meet requirements of the military services. 


There are forty-eight (48) mamfacturers of Recreational and Athletic Equipment 
listed in the Federal Supply Schedule. About 95% of the items in Group 78 are pur- 
chased directly from mamufacturers. Government consumption of commercial output is 
less than 1%. 


Federal Supply Schedules for Group 78 are administered by the National Buying 
Division in Washington, D. C. Awards are determined as a result of formal ad- 
vertising for bids. Present policy is to contract for six-month periods. Invi- 
tations to bid require submission of samples prior to bid opening. Samples are 
either visually inspected or laboratory tested. This method has proven quite 
satisfactory in obtaining quality products. 
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GROUP 79 - CLEANING EQUIPMENT AND SUPPLIES 


In Class 7910, GSA stocks fifty-seven (57) items of Floor Polisher Brushes and 
pads. ‘Tnree-hundred and thirty-one (331) items of Floor Polishes and Vacuum 
Cleaners, including accessories and necessary spare parts, are covered by Federal 
Supply Schedule. ‘The Federal Supply Schedule for Vacmm Cleaners under Class 7910 
is mandatory for the Department of Defense by prior agreement. 


A wide variety of Brooms, Brushes, Mops, end Sponges in Class 7920 and Cleaning 
and Polishing Compounds and Preparations in Class 7930 are carried in stock. Much 
of the material in Class 7920 is available from Federal Prison Industries and In- 
@ustries for the Blind. ‘These sources are mandatory to the degree that they can 
furnish Government requirements. Procurement of material, from other than mandatory 
sources in Group 79, is made largely from mamfacturers. Anmual sales of miterial, 
poth from Federal Supply Schedules and Stores Stock, averages $600,000 in Class 7910; 
Class 7920 averages $5,000,000; Class 7930 averages $5,000,000. Most of the items in 
Group 79 are covered by Federal Specifications. With reasonable prior notice, GSA can 
the military services on the items now stocked and has capability to increase 
the range of items carried to meet military services requirements. 


There are mumerous sources of G: 79 material with widespread production. There are, 
for example, about thirty-five (35) mamfacturers of floor polishing machines and 
yacum cleaners with seven (7) to forty-five (45) day delivery under Federal Supply 
Schedule. ‘There is & miltitude of suppliersof Cleaning and Polishing Compounds and 
Preparations. 


Contracting is by means of Term Contracts consummated by the National Buying Division 
Washington, D. C., Federal Supply Schedles, and, in the case of Class 7920, 
procurement from Federal Prison Industries and Blind Made Products. 


GSA has in the past made large purchases of floor wax for the Department of the 
Navy. ‘These purchases were made on a consolidated basis for direct delivery. Such 
& program could readily be extended to include requirements for the Army, the Air 
Force, and the Marine Corps. Copies of GSA invitation for bids covering a recent 
Navy requirement are attached. Other military services have from time to time ob- 
tained wax from GSA Stores Stock. 


8510 20 - TOILETRIES 


In these three (3) FSC Classes, GSA stocks talcum powler, toilet soap, hand cleaner, 
tooth powder and tooth paste, shaving soap, hairbrushes, comh=, toothbrushes, safety 
razors, and razor blades. Anmual sales in these Classes are about $1,200,000 with 


Purchases of high-dollar-volume-items such as toilet soap, hand cleaner, razors, 
end razor blades are by national term contract with mumfacturers. With the ex- 
ception of razors and razor blades, these products enjoy widespread commercial pro- 
duction sources. Re-examination of procurement methods for these items is made 
anmally. GSA, with reasonable prior notice, can support the military services on 
the items stocked and has the capability to increase the range of items to satisfy 
requirements of the military services. 


Material in these commodity classes is primarily commen use and is readily 
e. The Federal Government consumes only a small portion of industry's 


i 


National contracts, covering the high-dollar-volume-items, are "forward type", open 
end term contracts with a guaranteed minimm quantity. ‘This method of purchase 
has resulted in reasonable prices and timely delivery. Each GSA region has a well 
equipped laboratory mamed by qualified technicians. ‘Tests are made of pre-award 
semples and final deliveries to insure receipt of material meeting contract 
specifications. 
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CLASS 8540 - TOILETRY PAPER PRODUCTS 


GSA stocks nineteen (19) items of psper products for civilian and military re- 
quirements. ‘The following types of material are included in this Class: 


Cover, Headrest (For Aircraft Seats) 
Doily, Paper 

Napkin, Table, Paper 

Paper, Toilet 

Tissue, Facial 

Towel, Paper (Dispenser and Roll) 


These items are in accordance with Federal or Military Specifications where 
available. Material is thoroughly inspected, generally at source. Anmual sales 
are $3,500,000. GSA can assume full support to military services on the items 
now carried upon 90 days prior notice. Support on additional items can be ac- 
complished within a reasonable time after notice. 


All items are procured from prime mamifacturers and converters. The Federal 
Government consumes less than 5% of industry's output. 


Procurement of most items is by indefinite quantity contract prepared by the Nationa 
Buying Division, covering a six-month period. Contractors are required to guarantee 
monthly production in accordance with GSA requirements, thus insuring contimity 

of supply to our Stores Depots and customer agencies. 


Distribution is from GSA Stores Stock and direct delivery from contractor to 
consignee for large orders. 


GROUP 99 - MISCELLANEOUS 


There are seven (7) items of signs in Class 9905, and seven (7) items of smoker's 
articles in Class 9920, carried in GSA Stores Stock. A Federal Supply Scheie 
contains Reflectorized Sheeting, "Scotchlite”", Minnesota Mining Corporation 

as the supplier. 


Given reasonable notice, GSA can increase range and/or depth of Stores Stock to 
accommodate military requirements, or, as deemed desirable, additional categories 
or items can be added to the Federal Supply Schedule. 

Statement on Point E 
There is a total of ‘thirteen-mumdred and forty-five (1345) items in FSC Groups 77, 
78, 79, 85, and 99 which are available through GSA. ‘The breakdown between Stores 
Stock and Federal Supply Schedule items is as follows: 


Stock Schedule Total 


Group 78 0 93 93 
Group 79 38 331 700 
Group 85 73 0 73 
Group 99 14 465 479 

TOTALS h56 889 1345 
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GENERAL SERVICES ADMINISTRATION 


Federal Supply Service 
Washington 25, D.C. 





April 11, 1960 


les 

B 

c Executive Director 
Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 

National 

arantee Dear Sir: 

ity 
Our decks of EAM cards covering designated classes in Group 72, 
Household and Commercial Furnishings and Appliances, and in 
Group 74, Office Machines, are transmitted in accordance with 
our agreement with OASD (S&L). 

er's Enclosed as Attachment | is the narrative statement required by 

ile memorandum from OASD (S&L) to ASA (Logistics), Subject: 
"Coding and Classification Schedule for New Single Manager 
Assignments", January 21, 1960. 

to 

= Since December 30, 1952, Interagency Procurement Assignments 
have been in effect between the Department of Defense and GSA. 
These assignments currently cover procurement of office furniture, 
office machines, and office supplies. 

8 TT, 

pores 


Well developed specific programs were established, and have 

been continued in each commodity area, as these programs were 
successively promulgated by separate DOD Directives. These 
directives have been superseded by DOD Instruction 4115.1, dated 
March 18, 1957, which currently covers the three commodity areas. 
The program has been implemented by GSA and Military Service 
procedure. 


GSA procedural reference is contained in Exhibits 13, 19, and 22, 
Appendix C, GSA Regulation I-II-301.1 and GSA Order FSS 2803.2 
dated February 1, 1960. References to implementing procedures 
published by the Military Services are provide’ below: 
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Army Procurement Procedures: 
Par. 4-202.50, "Interagency Procurement." 
Dated August 12, 1958. 


Navy Procurement Directives: 
Par. 4-250, "Department of Detense Single 
Procurement Assignments." 


Bureau of Supplies and Accounts Manual: 
Par. 61039, "Interagency Procurement." 


Air Force Procurement Instructions: 
Par. 5-350.1, 5-350.2, and 5-350.3, 


"Interdepartmental Procurement." 


This transmittal contains the first Group, i.e., Group 74, Office 
Machines, covered by these assignments. 


ly you 





Cc. D. BEAN 
Commissioner 


Enclosure 
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Attachment I 
NARRATIVE STATEMENT 


Fsc - 7220 - Floor Coverings 

Fsc - 7230 - Draperies, Awnings, and Shades. 

Fsc - 7240 - Household and Commercial Utility Containers. 

Fsc - 7290 - Miscellaneous Household and Commercial 
Furnishings and Appliances. 

Fsc - 7420 - Accounting and Calculating Machines 

Fsc - 7430 - Typewriters and Office Type Composing Machines. 

Fsc - 7490 - Miscellaneous Office Machines. 


* 7 « ” » . ms 


FSC GROUP 72 


Statement on Point A 


Classes No. of No. Common to Common 
GSA Items GSA & Military 
7220 - Floor Covering Log 13 3.2% 


7230 - Draperies, Awnings & 
Shades 


72hO - Household and Commercial 
utility containers 47 27 53.0 
7290 - Miscellaneous household and 
Commercial Furnishing and 
supplies 1 63,6 
Totals 19 9. 


4 2 50.0 
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STATEMENTS ON POINTS B, C and D 


SC - 7220 - FLOOR COVERING 
A complete line of carpeting suitable for office use as well as household 
and quarters use is available to all agencies through Federal Supply 
Schedule FSC Group 72, Part I - Floor Covering. The Schedule is presently 
mandatory upon the Department of Defense, except for deck covering and 
those items requirei for use aboard vessels. The yearly value of orders 
placed through Schedule is approximately $3,500,000, of which it is 
estimated 75% is for military users. 


The carpeting under this Schedule includes all conventional weaves such ag 
Aonminster, Wilton, Velvet, Etc., ae well as the mojerm amé popular imitted 
ani tufted carpet. Carpets are available in a varied mumber of patterns, 
colors and widtha tosui% uormai: requirements. 


The Schedule also includes three types cf carpet underlay, deck covering, 
plein, jaspe and marbelizei linoleum and several types of rubber matting, 
including anti-fatigue matting. 


The Federal Supply Schedule for the period March 15, 1959 thru March 14, 
196 contained 394 line items for which Federal Stock mumbers have been 
assignei. The Schedule recently awarded for the period March 15, 196 
thru March 14, 1961, but not yet published, contains approximately 200 
additional items for which FSNs are being developed. Cards for these 
items are not included at this time. 


The low $ cf Military-GSA commonality is due to the small mumber of 
floor covering items for which military departments use FSNs since 
carpets are generally bought for immediste use. Actuaily, these items 
are widely usei by military agencies acd the Federal Supply Schedule 
for this -lass is mandatory upon the Department cf Defense. 


To date approximately 1285 Federal Stock Numbers have been aseigned to 
varicue items of floor covering for use in Federal Supply Schedules. 
They reflect the specific mamufactursr': name together with his quality 
or brand name, color and coicr mumber. The use of assigned Federal 
Stock Numbers is not ouly governed by the mamufacturer cf the carpet 
offerei by the successful bidder on a given Federal Supply Schedule, 
but also by the specific quaiity or brand and color involved. Assigned 
numbers therefore, tecome active ani/or ina-tive from Schedile to 
Scheduie. The caris in:luised in thie transmittal cover cnly those 
manufacturers currently under contract. 


A feature cf this Schedule, highly beneficial tc ordering agencies, is the 
requirement that the contractors fcr carpet and carpet underlay furnish 
descriptive brochures or catalogs covering items awarded. The brochures, 
or c&talogs, include the "made up" price of popular rug sizes and offices 
no longer reed to calculate yardage, sewing, cutting, binding, etc., which 
cften requires specialized kn-wleige A sample of these brochures is 
enclosed. 
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GSA procuree carpet or other types of floor covering on a definite quantity 
basis whem agency requirement; exceei quantity limitations established by 
the Scnedule. 


Because of GSA's facilities ani experience in the carpet field, it is called 


upon by agen-ies to procure special types of carpeting nct covered by the 
Schedul-, but necessary to suit a particular need. 


GSA has the necessary experience and knowledge to handle the procurement 
of carpet and other types of floor ccvering and can gear its operation to 
support military requirements fcr floor covering of any type or of any 
quantity. It has available high level technical assistance from its 
Standariization and Quality Contrel Divisions necessary to carry out 

thie program. 


The Federal Supply Schedule is adminietered by GSA'e National Buying 
Division in Washington, D. C. This Division handles the large volume, 
definite quantity flocr covering requirements procured on the open market, 
except for Air Force requirements for the Pacifi:. GSA Region 9, 

San Francieco, Califcrnia, has bee~ assigned responsibility for such 
purchases. GSA procures floor covering direct from manufacturers or 
specific dealers, representing Mth large and small business. The 
industry 1s geographically iistributed and quantities to meet requirements 
are available from most producers. Nermal delivery time for carpeting is 
thirty days. 


GSA contracts sare awarded 423 4 result. cf formally saivertised competitive 

bid proceinres. Negotiation iz used only in exceptional circumstances. 
Principal contracts for schedule generally cover 4 12 month period and 

are of the cpen eni, indefinite quantity type. Definite quantity 

cantra:te are written to cover quaatitie2 in excesa of Schetule limitations. 


The estimated total anmual commercial cutput of the industry is approx- 
imately $795,360,000, of which the Federal Govermment consumes approximately 
$8,000,000 or approximately 1%. 


GSA quality control Lasures procurement cf proper merchaadise. When 
indicated, biddere mst submit a bid sample ani/or a Certificate of 
Compliance, together with a detaiied anaiysis cf the product offered. The 
certificate and analysie may be from the manufa:turer’s own laboratory or 
by an outside laboratory. GSA thus assures itself that floor covering 

in accordsnze with the terms of the contract andcf a quality called for 

by the specification will be dsiivered. GSA periodically sends inspectors 
to the mamfacturer’s plant tc inspect and teet the produ:t being furnished 
unde> the contract. Plant Facility Inspections are maie ani Financial 
Reporte secured in the case of new or questionable bidders. 


GSA has been furnishing all military departments with fioor covering under 
these contra:ts for many years. Its capabilities in this srea have been 
fully demonstratei. 
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FS° 7230 - DRAPERIES, AWNINGS, AND SHADES 


Principal coverage in this class is provided by Federal Supply Schedule 
FSC Group 72, Part II, covering window shades. The Schedule is presently 
mandatory upon the Department of Defense, in Washington, D. C., and its cor. 
tigucus areas. The yearly value of oriers placed under this Schedule is 
approximately $400,000. 


The window shades fabricated from pyroxyiin cambric and synthetic resiy 
fire retardant cambric designated as Types III and IV, respectively, under ti, 
ervlicable Federal Specifications. Shades are available in six stanijard 
popular soiid colors in widths from 28 inches to 72 inches, and with lengths 
from 3 feet to 12 feet. Present plans provide for increased FSC coverage 
by sddition of venetian blinds to the Schedule. These are now being pro- 
cured locally by GSA Regional Offices. 


To dste, Federal Stock Numbers have not been assigned to items in 
this Schetule, since these items are generally purchased for use and, 
therefore, no cards have been submitted for this Schedule. However, there 
are & few items of accessories for shades, awnings, etc., which are stocked 
in GSA Depots, ani cards for these items are included in this transmittal. 


Procurement of window shades ard shade cloth is generally made from 
widely located dealers, or fabricators, representing small business con- 
cerms. Winiow shades and shaie clcth to meet GSA requirements are avail- 
able from a majority cf these dealers. 


Window shades and shaie cioth are required to conform to the require- 
mez*s of Feieral Specifications. Since these specifications are written 
to embrace the running line of most producers, very little deviation from 
normal procedure is necessary on the part of the bidders to conform to 
specification requirements. Delivery is generally available in from 1 to 
30 days. 


The estimated totai annusl commercial output is approximately 
$32,261,900, of which the Federal Govermment consumes approximately 
$1,000,000. 


The Federal Supply Schedule is administered by GSA‘'s National Buying 
Division in Washington, BD. C., while procurement of draperies ani awnings 
is primarily handled through GSA Regional Offices. The mature of the lat- 
ter commodities, involving installation and bidder familiarity with job con 
ditions, more or iess necessitates local purchase on a definits quantity, 
jot-ty-job Dasis. 


Contracts under the Schedule are oper end, indefinite quantity type, 
ard are the result of formally a@vertised, competitive bid procedures. 
Coatract period is generally for twelve months. 


GSA procures wiwiow coverings on a definite quantity basis through 
formal b1ii procedures, wher maximm order limitations of the Schedule are 
exceeled or are to meet special requirements. 
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Besause of the nature of the commodity. ani the general applicability 
of the specifications, bid s les are rot usually called for. However, 
cSa's Quality Control Program assures thst procuremert is made from depend- 
gble ani relistle sources. Plax Facility Inspections ani Financial Reports 
are requirei im the case of ~ew or questionable low biaders. 


FSC 7240 - HOUSEHOLD AND COMMERCIAL UTILITY CONTAINERS 
a a 


GSA currently stocks 47 items in FSC Class 7240. Stocks include wash 
basins, wood baskets, ash ani garbsge cans ani covers, flammable waste 
cans, funne.s, iiquii measures, metal pails, safety cans, waste hand trucks, 
gui waste receptacles. 


Frequen’; review is made of store stock items in this class, and new 
or improvei items showirg promise of wide potential agency iemand are 
frequentiy widei. The lastest Stores Steck Catslog, December 1959, lists 
four new liquid measure ani waste receptacle items. 


GSA requirements for calendar year 1959 totalled 376,300 units in 
this class smounting to $1,695,500. Ihis represents a small fraction of 
enmual iniustry production. which is estimated in excess of $50 million 
per year. 


The GSA National Buying Divisior centrally procures 24 large volume 
and doliar vaiue items for stores stock replenishment or for direct 
delivery from manufacturers to the using agency. Iniefinite quactity, 
ope. end term contracts are establisned through formal sadveztising on a 
semi-amcmal basis. GSA Regions place purchase orlers sgsinst these con- 
«pacts for stores stock replenishment and/or dire-t+ delivery. Awards 
may be made for beth carlosi and less than csrioad shipmert quactities in 
order t> take sivantage of freigh= rates. Shipment is effected from 20 
to 30 Asys after receipt of purchase orler. The remeiziug small volume 
items are locally purchased or *he open market by each GSA Regional Office. 


A mumber of forest fire-fighting equipment items, for which GSA has 
a special support mission, are inclsiel in this category. 


Quality of these items is assurei through the use of Federsl Speci- 
fications or complete purchase ilescriptions. Inspection is performed 
prior t2 shipmeut by GSA inspectors. Ir s11iition, to insure safe arrival 
of these items, sii cozrtructors m:* comply vith speriai GSA reyiremerts 
for baciizrg, packing a1 losiicg ont> <arrier:. 


FSC_7290 - MISCELLANEOUS HOUSEHOLD AND COMMER "IAL FURNISHINGS & SUPPLIES 


GSA stocks eleven (11) items of miscellaneous furnishings and 
appliances in its regiorsl stores depots. The items conzist of: 


Srothe> Pins; Dust Pans; Fiat Electric Irons; Coat Hangers; 
anc Cutter aad Ho.ier, Faper. 
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These items sre in accordance with either Federal or Military Specifica- 
tions, where such specifications are available. The items are thoroughly 
inspected, mostly at source, prior to shipment. GSA supplies the require. 
ments of all civilian agencies, as well as military agencies. Seven of 
the eleven items stocked in this class are common to the military. 


Statement on Point E 


Of the 470 items in FSC 72, the breakiown between stores stock and 
Federal Supply Sehcdule is as follows: 





Class Stock Schedule Total 
7220 14 394 408 
7230 4 0 4 
T2ko 47 0 47 
7290 L _o ett 
Totals 76 394 470 
FSC_GROUP 74 
Statement on Point A 
No. of No. Common to 
Classes GSA Items GSA & Military  % Common 
7420 = Billing and Comput- 1,539 71 4.6 
ing Machines 
7430 - Typewriters and Office 1,029 130 12.6 
Type Composing Machines 
7490 - Miscellaneous Office 2,064 60 2.9 
Machines ard oe 
Totals 4,632 261 5.6 


The low percentage of Military-GSA commonality is due to the small 
mumbers of office machines for which the military departments use FSNs, 
since these items are generally bought for immediate use. Actually these 
machines are widely used by the military agencies and the Federal Supply 
Schedile for these classes is mandatory upon the Department of Defense. 


MILITARY SUPPLY MANAGEMENT 263 


Statement on Point B 


71 
{ 


Ciscses 7420 ani 7490 are covered by Federai Supply Schedule FSC Group 
7u, Pacts ITI and Il. Class 7430 is coverei by Federal Supply Schedule FSC 
Group 74, Part I. These schelulese cover the vast majority of the machines 
producei by the entire industry of dome:tic and foreign manufacturer (copy 
of +he two schedules ard representative price lists of selected manufacturers 
are enclosed}. These price lists are only a small portion of the total 
number covered by these contracts. As new or improved models are developed 
during the life of the contract, these items are added by amendment. Obso- 
lete models are diccon*inuei at the time the improved models are produced. 


GSA has complete coverage witn all know mamifacturers of the 
machines covered by these classes. Ir case DOD has repetitive require- 
ment: “Yor any machines not tow covered by contract, such machines could 
2 +5 the schelule upos very short notice. 


be sice% 


o 


te*sement on Point C 


The majority of marufacturers market their products on a National 
basis through their own. brunches or through franchised dealers. These 
sutlets for most past are included in the Fezeral Supply Schedule con- 
tracts. Therefore, thi. equipment is avsilatle for prompt delivery and 
service *hroughout th: Unitei States. Manufacturers of office equipment 
are lcceted prinucipaliy east, cf the Mississippi River and generally in 
the porthern hsif of this sectior. It is estimated the Goverrment uses 
less thar 5% of the iniustry's output of office equipmext. 


The Generai Services Aaministratio prints and issues sufficient 
copies of the Federai Supply Schedule outlined under "Statement on 
Point B” in orier that all Government agencies may receive ccpies. Con- 
tractors are required to publish 4 specified mumber of copies of their 
awerds in cataiog or list form. These catalogs contain all essential 
information that will enable Goveriumer agencies, together with the 
respective Federal Supply Schedules, to select equipmert and place cover- 
ing orders. These lists ani catalogs are distributed dire-tly by the 
contractors to agencies a* the uliresses provided to the contractor by 
GSA. Govermmer.* agencies forweri their orlers directly to the various 
contractors. 


Statement on Point D 


Due to the miltiplicity ani complexity of office machines and the 
differences in performance characteristics of the various manufacturers, 
it has rot been feasible or economical *o develop specifications or 
standaris in this class of items. Instead, GSA negotiates contracts 
with each mamifacturer st the lowest possible prices, and makes miltiple 
awaris to the various manufacturers for their line of equipment. This 
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permits each agency to select that machine which will best meet its par. 
ticular requirements. Price incentive in these contracts also stems from 
the fact that the lowest price machine is the first considered, and 
agencies mist be prepared to justify selection of a higher priced machine, 


GSA sales from these Schedules is as follows: 


FSC 7430 - Typewriters $22, 840 ,000 
FSC 7420 - Acctg. & Calc. 13,335,000 
FSC 7490 - Miscellaneous 4 000 


Total $41, 115,000 


Statement on Point E 


Of the 4,632 items in FSG 74, the breakiown between stores stock 
and Federal Supply Schedule is as follows: 


Class Stock Schedule Total 
7420 -- 1,539 1,539 
7430 8 1,021 1,029 
7490 a 2,061 2,064 
Totals 1 4,621 4,632 
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GENERAL SERVICES ADMINISTRATION 


Federal Supply Service 
Washington 25, D.C. 





April 18, 1960 


Executive Director 

Military General Supply Agency 
Richmond Quartermaster Depot 
Richmond, Virginia 


Dear Sir: 


There is transmitted herewith our decks of cards covering the following Groups and 
Class, im accordance with our agreement with OASD (S&L). 


FSC Group 71 - Furniture 
FSC Group 75 - Office Supplies 
FSC Class 9310 - Paper and Paperboard 


There is also enclosed as Attachment I, a narrative statement on the above Groups 
and Class as required by memorandum from OASD (S&L) to ASA (Logistics), Subject: 
"Coding and Classification Schedule for New Single Manager Assignments", 

January 21, 1960 


In our transmittal of April 11, 1960, covering FSC Group 72, Household and Commercial 
Furnishings and Appliances; and FSC Group 74, Office Machines, we set forth the 

details of Interagency Procurement Assignments in effect between the DoD and GSA. The 
seme assignments apply to FSC Groups 71 (Office Furniture portion only), and 75 covered 


herein. 
/7f yours, 
\ 


C. D. BEAN 
Commissioner 
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FSC Class 


7105 
(Household and 
Quarters Furniture) 
7110 
(Office Furniture) 


7125 
(Key Cabinets) 


T7195 
(Office and Class- 
room Furniture) 


Group Total 
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ATTACHMENT I 
NARRATIVE STATEMENT 
Group 71 - Furniture 
Group 75 - Office Supplies 


Class 9310 - Paper and Paperboard 


Statement on Point A 


No. Of No. Common No. In No. Im Federal 
GSA To GSA and Percent Stores Supply 
Items Military Common Stock Schedule 
1274 45 3.5 1 1263 
567 202 35-6 128 439 
126 7h 8.7 13 13 
35 7 20.0 29 6 


2002 265 13.2 181 1821 
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No. Of Wo. Common No. In Wo. In Federal 
GSA To GSA and Percent Stores Supply 
FSC Class Items Military Common Stock Schedule 
ne aria eS eee 
7510 
(office Supplies) 2h51 734 29.9 888 1563 
20 
(office Devices) 391 133 34.0 235 156 
nad and 
Stationery 
eal Forms ) 176 313 17.7 1064 705 
Group Total 4611 1180 6 2187 2kok 
peer apt Pope 
Te 
é board) iu 2h 21.6 75 36 
Grand Total 6724 1469 8 2443 428) 


Statement on Point B 


1. CLASS 7105 - HOUSEHOLD AND QUARTERS FURNITURE 


Cards are submitted for twelve hundred and seventy-four (1274) items im this 
class. Eleven (11) of the items are available from Stores Depots and twelve 
hundred and sixty-three (1263) from the Federal Supply Schedule. Four (4) of 
the eleven (11) Stores Stock items are also available from the Federal Supply 
Schedule. To avoid duplication, a stock item card oniy is submitted for these 


items. 
a. Stores Stock 
All stock items are im accordance with Federal specifications. 


b. Federal Supply Schedules 


A complete line of conventional household and quarters furniture is available 
to ordering agencies through Federal Supply Schedules which are issued and 
maintained by the Gemeral Services Administration. The Schedules are broken 


down into five (5) parts, each part covering a different type or style of 
furniture, as follows: 


Part I - Living, Dining and Bedroom furmiture in Ramch Type, Danish 
Modern and Colonial Maple; also Living amd Bedroom furniture 
in Early American Maple. 

Part II - Upholstered Living Room furniture. 


Part IIT- Living, Dining and Bedroom fura‘ture in Traditional and 
Modern design; also miscellaneous furniture. 


Part IV - Living, Dining and Recreation room furniture, in rattan. 


Part VII- Metal, Indoor-Outdoor use (Tubular Steel, Wrought Iron and 
Simlated Rattan) furniture. 


The above parts cover one thousand two humdred and sixty-three (1,263) line items to 
which Federal Stock Numbers have been assigned. Request has been made for assigument 


55818 O—60 18 
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of eight hundred and forty (840) additional Federal Stock Mumbers to cover items ny 
contained in the above parts, but which are now identified by temporary mumbers, 
Cards for these additional items are not being submitted at this time. 


Parts I, II, III and IV are mandatory upon the Department of Defense, except for iteng 
covered by Army, Navy and Military specifications. Part VII in not mandatory UPON the 
Department of Defense. 


The value of annual orders placed against the Schedules by all agencies @pproximates 
eight million ($8,000,000). 


We have incorporated a unique aspect in our Federal Supply Schedwle procurement 
program which has permitted individual Air Force Bases to select specific styles of 
furniture best adaptable to the architecture of the housing project of the Base. 


The various Schedule contractors prepare and furnish colored brochures of the itens 
of furniture awarded them. The availability of these colored brochures has greatly 
enhanced the Schedules since by this means the items of furniture are depicted 
realistically as they will appear in actual use. The designs, finishes, trimmings ay ’ 
fabrics are revealed to a better advantage than by the conventional black and white 
illustrations set forth in the Schedules themselves. Also included in the brochures 
are swatches of the upholstery fabrics to show color and texture, and small chips of 
the various finishes to show color, grain and appearance. This enables GSA to lend 
professional advice to the Department of the Air Force in the selection of furnitur, 
Enclosed are six (6) colored photographs; two (2) each of different living room, 
dining room and bedroom suites, illustrating styles of furniture now being procured 
for the Air Force. 


In addition to maintaining and issuing the Federal Supply Schedules, GSA participates 
actively in definite quantity purchases under its National Buying Program for this 
commodity. Civilian agencies send their requisitions to GSA for purchase action. & 
outstanding example is the purchase assignment from the Department of Air Force to 
procure all their household and quarters furniture requirements. This has been a 
program of great magnitude. Under it, GSA has procured hundreds of different styles 
and types of furniture for delivery to various A‘r Bases throughout the world. Pur- 
chases under this program during F.Y. 1959 approximated 18.5 million dollars; and 
during F.Y. 1958 approximated 17 million dollars. 


2. GSA Capabilities 


GSA can gear its operations to support military furniture requirements of any type, 
or any quantity. GSA has the necessary experience and knowledge to handle furniture 
procurements, and the high level of technical assistance from our Standardization ani 
Quality Control Divisioms necessary for successful accomplishment. The planning and 
coordination necessary to undertake any appreciable expansion of the operation would, 
of course, require reasonable prior notice. 


Statement on Point C 


Furniture is purchased directly from mamfacturers and not dealers. There is an 
unusually heavy concentration of furniture manufacturers in the North Carolina ares. 
However, purchases are not confined to this area. Furniture manufacturers are wide- 
spread throughout the United States. GSA solicits bids from and enters into contracts 
with all mamifacturers regardless of location. 


The annual furniture industry output roximates $4,500,000,000 of which the Federal 
Government consumes approximately one (1) percent, or $50,000.000. 
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tems noy Statement om Point D 
ers. 
furniture procurement is handled largely through the medium of Federal Supply 
Schedules. Contracts under the Schedules are of the open end, indefinite quantity 
for items type, entered into as a result of formally advertized, competitive bid procedures, 
Y Upon the and are generally for a twelve-month period. 
In addition, whem and where necessary, GSA enters into procurement of furniture on a 
coclmates definite quantity basis through formal bid procedures. ‘This method is employed when 
s exceed the Federal Supply Schedule maximm limitation, or when furniture 
ent of a specific style, design or finish is required that is not covered by the Schedule. 
ey of Statement on Point E 
e it All items of household and quarters furniture are available from Stores Stock; 
tay Federal Supply Schedules; or under our Direct Delivery Program: 
- | Statement on Point B 
sito 2. CLASS 7ilO - OFFICE FURNITURE 
chips of CLASS is ~ ececaa Se Ford BINS AND SHELVING 
to lend - 
oon oe a. Stores Stock 
? 
| ' Class 0 
ict Cards are submitted for five hundred and sixty-seven (567) items in this 
“ — Class. Ome hundred and twenty-eight (128) are available from Stores Depots 
tin. & and four hundred and thirty-nine (439) from the Federal Supply Schedules. 
wee ¢ Thirty-three (33) items are available from both stores and Schedule. A stock 
een “4 item card only is submitted for these to avoid duplication. 
“ = GSA stocks one hundred and twenty-eight (128) items of metal office furniture, 
: and 7 including desks, chairs, filing cabinets, tables, bookcase sections, etc. 
, Ammal sales approximate $31,000,000. 
Class 7125 
) 
y t GSA stocks thirteen (13) items of storage cabinets, combination storage 
mie cabinets and wardrobes. Ammual sales approximate $1,500,000. 
vation and 
ming and Clase 7193 
eat GSA stocks twenty-nine (29) items of costumers and steel office partitions. 
Anmal sales approximate 3000. 
GSA supplies the requirements for items in the above classes to all civilian 
is on agencies. GSA also procures these items for the Department of Defense. 
ina ares. Items are in accordance with Federal or Military specifications where such 
ure wide- are available. Items are thoroughly inspected at source prior to shipment. 
a b. Federal Supply Schedules 
ne Federal GSA issues the following Federal Supply Schedules covering the above: classes 


—_— 


and include wood and metal office furniture and classroom furniture. 
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FSC Group Jl, Part V, covering all types of office t‘urmiture, ash 
receptacles, folding chairs, mirrors, wardrobes, costumers and map ang 
plan cabinets. 

FSC Gro Part V ement 2 covering steel security filing 
cabinets (insulated and non-insulated). 

FSC Group Jl, Part V, Supplement 4 covering ciassroom furniture. 


Annual sales under the above Schedules approximates $5,200,000. 
FSC Group 71, Part VI covers executive type wood office furniture. 


FSC Group 71, Part VII covers modern modular type wood office furniture, 


FSC Group 7i, Part V, Supplement 1 covers steel filing cabinets with 
shelving. 


Anmual sales under Schedule FSC Group 71, Part VI approximate $1,900,000. 
Sales figures under FSC Group 71, Part VII amd FSC Group 71, Part v, 
Supplement 1 are not available as these are now schedules. 


The above Schedules cover five hundved and fifty-eight (558) items to whic 
Federal Stock Numbers have been assigned. Also included in the Schedules 
are an additional two hundred and seventy-six (276) items which are covered 
by temporary stock mumbers. Cards for these items are not being submitted 
at this time. 


3- DIRECT DELIVERY TO DEPARTMENT OF DEFENSE 


In addition to the above GSA procures the DoD consolidated requirements covering 
many items for direct delivery to military depots and establishments for both 
domestic and export use. These items are strictly im accordance with Federal or 
Military specifications. They are thorough'y source inspected prior to shipment. 
Attached are copies of typical procurement documexts under this progran. 


4. GSA CAPABILITIES 


GSA has assumed world-wide support, for ail the above Classes, to the Military 
Departments on the items now carried in its Stores Depots and covered under the 
Federal Supply Schedules and the Direct Delivery Program. Supply support on 
additional items can be assumed with reasonable lead time. 


Statemeut on Point C 


Items in the above classes are procured from prime mamfacturers. Availability ani 
potential output are very good. Mamifacturer's plants are strategically located 
throughout the country. Competition is excellent and prices obtained are sub- 
stantially lower than those paid by wholesalers. Government sources procure ap- 
proximately $42,000,000 anmally which is a comparatively small portion of the total 
commercial output. 


Statement on Point D 


Most of the items are procured through indefinite quantity contracts prepared by our 
National Buying Division and cover a twelve months' period. Contractors are required 
to guarantee monthly production in accordance with our specified requirements. This 
technique insures uninterrupted contimity of supply to our Stores Depots and 
customer agencies. Our National Consolidated Stock Replenishment Program includes 


consolidated DoD requirements for direct delivery to Military depots and establish- 
ments. 


Statement on Point E 


All items of office and classroom furniture are available from Stores Stock, Federal 
Supply Schedules, or under our Direct Delivery Program. 


— 
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Statement on Point B 


nd 
36 CLASS 7510 - OFFICE SUPPLIES 

Cards are submitted for two thousand four hundred fifty-one (2451) 
jtems in this class. Eight hundred eighty-eight (888) are available 
from Stores Depots and one thousand five hundred sixty-three (1563) 
from the Federal Supply Schedule. Eighty-nine (89) items are 
available from both stock and Schedule. A stock item card only is 
submitted for these to avoid duplications. 
ae Stores Stock 

ure, 


GSA stocks eight hundred and eighty-eight (888) items of general 
office supplies. These items are in accordance with Federal or 

Military specifications where such are available. The items are 

thoroughly inspected, mostly at source, prior to shipment. Annual 
),000. ) sales approximate $1,000,000. GSA supplies the requirements of all 
civilian agencies. GSA also procures these items for the Department 
of Defense except for those items which the DOD obtains through GPO 
channels. DOD Directive 4115.1, 18 March 1957, "DOD-GSA Interagency 


50 which Procurement Assignment", covers this purchase assignment. 
>dules 

covered be Federal Su Schedules 

mitted 


GSA issues a Federal Supply Schedule covering one thousand five 

hundred sixty-three (1563) of general office supplies. Annual sales 
from this source approximate $2,500,000. The items are listed in 

Federal Supply Schedule FSC Group 75, Part I, Section A, Office 


covering Supplies, which is mandatory upon the Department of Defense. 
r both 

ederal or 

shipment. | 4. CLASS 7520 - OFFICE DEVICES AND ACCESSORIES 


Cards are submitted for three hundred ninety-one (391) items in this 
Class. Two hundred thirty-five (235) are available from Stores Depots 
and one hundred fifty-six (156) from the Federal Supply Schedule. 


Litary Twenty-seven (27) items are available from both stock and Schedule. 
nder the } A stock item card only is submitted for these to avoid duplication. 
rt on 


a Stores Stock 


GSA stocks two hundred and thirty-five (235) items of office devices 
and accessories. These items are in accordance with Federal and 


lity and Military specifications where such are available. The items are 
cated thoroughly inspected, mostly at source, prior to shipment. Annual 
ub- sales approximate $5,000,000. GSA supplies the requirements of all 
e ap- , civilian agencies and the Department of Defense. DOD Directive 

the total 4115.1, 18 March 1957, "DOD-GSA Interagency Procurement Assignment", 


covers this purchase assignment. 


be Federal Supply Schedules 


ed by our GSA issues a Federal Supply Schedule covering one hundred fifty-six 

© required (156) items of office devices and accessories. Annual sales from this 
ts. ‘This source approximate $1,700,000. The items are listed in Federal Supply 
- Schedule FSC Group 75, Part I, Section B, Office Devices and Accessories, 
ncludes 

tablish- 


:, Federal 
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which is mandatory upon the Department of Defense. 


CLASS 7530 - STATIONERY AND RECORD FORMS 


Cards are submitted for one thousand seven hundred sixty-nine (1769) 
items in this Class. One thousand sixty-four (1064) are available from 
Stores Depots and seven hundred five (705) from the Federal Supply 
Schedules. Twenty-nine (29) items are available from both stock and 
Schedule. A stock item card only is submitted for these to avoid 
duplication. 


ae Stores Stock 


GSA stocks one thousand and sixty-four (1064) items of stationery 
and record forms. These items are in accordance with Federal 

and Military specifications where such are available. The items are 
thoroughly inspected, mostly at source, prior to shipment. Annual 
sales approximate $20,000,000. GSA supplies the requirements of 
all civilian agencies and the Department of Defense, except for 
Departmental Forms and those items which the DOD obtains through 
GPO channels. DOD Directive 4115.1, 18 March 1957, "DOD-GSA 
Interagency Procurement Assignment", covers this purchase assign- 
ment. 


be Federal Supply Schedules 


GSA issues the following Federal Supply Schedules covering seven 
hundred five (705) items of stationery and record forms. 


FSC Group 75, Part I, Section C, Stationery and Papers, 
Drawing and Tracing. 


FSC Group 75, Part V, Envelopes, printed and plain. 
FSC Group 75, Part VII, Government credit cards, embossed. 


Schedule FSC 75, Part I, Section C, covers filing systems; folders; 
labels; cross section, drawing, graphic, chart, profile, statistical, 
carbon, and tracing papers. Schedule FSC Group 75, Part V, covers 

86 styles of envelopes. Schedule FSC Group 75, Part VII, covers credit 
cards for service station deliveries of supplies and services. Annual 
sales from these sources approximate $5,900,000. These Schedules are 
mandatory upon the Department of Defense. 


DIRECT DELIVERY TO DEPARTMENT OF DEFENSE 


In addition to the above, GSA procures the DOD consolidated requirements 
covering many items for direct delivery to military depots and establishments 
for both domestic and export uses. These items are strictly in accordance 
with Federal or Military specifications. They are all thoroughly source 
inspected prior to shipment. Attached are copies of typical procurement 
documents under this program. Annual sales are approximately as follows: 


Class 7510 - A),,000 
Class 7520 ,000 
Class 7530 ~ 0 
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7. GSA CAPABILITIES 


For all the above classes, GSA has assumed world-wide support to the Military 
Departments on the items now carried by its Stores Depots and covered under 
its Federal Supply Schedules and Direct Delivery Program. Supply support 

on additional items can be assumed within reasonable lead time. 


Statement on Point C 


Items in the above Classes are procured from prime manufacturer's and/or 
converters. Availability and potential output are excellent. Manufacturer's 
plants are strategically located throughout. the country. Competition is keen 
and prices obtained are substantially lower than those paid.by wholesalers. 
Figures, by Class, indicating purchases by Government sources follows. In all 
cases, Government procurement represents a comparatively small portion of the 
total commercial output. 


Class 7510 - $20,000,000 
Class 7520 - 8,000,000 
Class 7530 - 50,000,000 


Statement on Point D 


Most of the items are procured through indefinite quantity contracts prepared 

by our National Buying Division and cover a six or twelve month period. Contractors 

are required to guarantee monthly production in accordance with our specified re- 
nts. This technique insures uninterrupted continuity of supply to our 

Stores Depots and customer agencies. 


Our National Consolidated Stock Replenishment Program includes consolidated 
DOD requirements for direct delivery to Military depots and establishments. 


Statement on Point E 


All items of office supplies, etc. are available from Stores Stock, Federal Supply 
Schedules, or under our Direct Delivery Program. 
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Statement on Point B 


8. CLASS 9310 - PAPER AND PAPERBOARD 


ae Stores Stock 


GSA stocks seventy-five (75) items of paper and paperboard in its Stores 
Depots. The items consist of card, paper, railroad, stencil and tag 

board; and book, cover, crepe, index, newsprint and stencil paper. } 
These items are in accordance with Federal and Military specifications 

where such are available. The items are thoroughly inspected, mostly 

at source, prior to shipment. Annual sales approximate $1,600,000, 

GSA supplies all civilian agency requirements, also various military 
establishments. 


be Federal Su Schedule 


GSA issues a Federal Supply Schedule covering thirty-six (36) items ) 
of cardboard. These items are listed in Federal Supply Schedule 

FSC Group 75, Part I, Section B, which is mandatory upon the Department 

of Defense. Annual sales figures on these items are not readily 

available. 


ce Direct Delivery to Department of Defense 


GSA also procures, on a quarterly basis, five (5) items of book paper 
for direct delivery to several military printing establishments. Annual 
purchases approximate $150,000. These items are strictly in accordance 
with Federal and Military specifications and are thoroughly source in- 
spected prior to shipment. Attached are copies of typical procurement 
documents covering these items. 


d. GSA Capabilities 


GSA can assume world-wide support to all Military Departments on the 
items now carried in its Stores Depots upon 90 days prior notice. 
Support on additional items can be assumed within reasonable lead time. 


Statement _on Point C 
Items are procured from prime manufacturers and/or converters. The availability 
and potential output is excellent. Some of the firms have plants strategically 
located throughout the country. Competition is keen and prices obtained are 


considerably lower than those paid by wholesalers. 


Government sources procure approximately $6,000,000 annually which is a com- 
paratively small portion of the total commercial output. 


Statement on Point D 
Most of these items are procured through definite quantity contracts prepared by 
either our National or Regional Buying Divisions. 

Statement on Point E 


Method of supply includes issues from Stores Depots, and direct delivery from 


contractor's plants to consignees through Consolidated Purchase Definite Quantity 
Contracts. 
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‘ APPENDIX 10 —SINGLE COMMUNICATIONS SYSTEM 


APPENDIX 10-A 


| ae RELEASE DEPARTMENT OF DEFENSE 


a , OFFICE OF PUBLIC AFFAIRS 
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The Defense Department believes the single communications sys... 
tem is essential for the following reasons: 


a. To provide maximum communications for the dollar invest- 
ment; 

bd. To provide support for the more advanced weapons systems 
of the future through a centralized control; 
- _¢. To provide maximum flexibility; 

d. To assure adequate dispersion with alternate routing 
capability; 

e. To eliminate duplication in the research and development 
field; and 

f. To provide for standardization of installation, operation, 
and maintenance to assure overall system efficiency. 


The system does not include: tactical communications which 
are self-contained within tactical organizations; self-contained 
information gathering, transmitting and/or processing facilities 
which are normally local in operation and use; weapons systems re- 
quirements which cannot be met through the facilities of the Des; 
and land, ee or aerooRne __verminns facilities of ERG OOES ship- 
to-ship, ship-to-shore, and.ground-air-ground sys ° 

The communications net does.encompass 79 major relay stations 
scattered throughout the world representing a plant investment of 
$2 billion. 


The combined annual message traffic handled by the thre mili- 
tary systems which are to be integrated into a single communications 
system, currently is in excess of 63 million messages per year, 

The systems of today involve 6.352 million channel miles of leased 
wires and 489,000 high quality long-range voice channels To pro- 
vide some idea of the magnitude of the traffic, the Air Force high 
frequency radio alone is 14 times greater than the RCA aystem, has 
three times as many pgople and handles 20 times as much traffic. 


The military departments' communications systems employ ap- 
proximately 24,700 personnel. Personnel will be assigned to the 
Agency from existing resources of the military departments or other 
Department of Defense agencies to man the Communications Agency 
headquarters and traffic control centers. 


The Chief of the Agency will be a military officer of General 
or Flag rank who will be responsible for establishing a headquar- 
ters staff and such subordinate units, facilities and activities 

(including communications control centers) as are required by the 
Agency. 


The location of the Agency headquarters shall be agi 
when the organizational structure and staffing plans of e Joint 
Chiefs of Staff and the Chief of the Defense Nee Peco Agency 
are submitted to the Secretary of Defense for approval. 
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APPENDIx 10-B 


May 12, 1960 
NUMBER 4600. 2 





se. sass at ated se ASD(S&L) 


Department of Defense Directive 


SUBJECT Defense Communications System (DCS) 


References: (a) Memorandum from Deputy Secretary of Defense to 
Chairman, Joint Chiefs of Staff, subject as 
above, July 25, 1959 
(b) DoD Directive 5105.19, "Defense Communications 
Agency" 
(c) DoD Directive 4600.1, "Telecommumications Policy 
Objectives" 


I. PURPOSE 


The purpose of this directive is to establish a single 
Communications System within the Department of Defense under the 
direction, authority and control of the Secretary of Defense, and 
assign general responsibility for its operation. 


II. DEFINITIONS 


A. The Defense Communications System (DCS) includes all 
worldwide, long-haul, Government-owned and leased, point-to-point 
circuits, terminals, control facilities and tributaries, required 
to provide commmications from the President to and between the 
Secretary of Defense, the Joint Chiefs of Staff and other Govern- 
ment agencies; from the Secretary of Defense and the Joint Chiefs 
of Staff to and between the military departments and the unified 
and specified commands; from the military departments to and be- 
tween their major commanders and subordinate fixed headquarters; 
and from the unified and specified commands to and between their 
component and subordinate commands. 


B. The DCS does not include: tactical commmications which 
are self-contained within tactical organizations; self-contained 
information gathering, transmitting and/or processing facilities 
which are normally locel in operation and use; weapons systems re- 
quirements which cannot be met through the facilities of the DCS; 
and land, ship or airborne terminal facilities of broadcast, ship- 
to-shore, ship-to-ship, and ground-air-ground systems. 
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III. POLICY 


A. There will be a single Defense Communications System 
(DCS) to provide facilities to meet all long-haul telecommunica- 
tions (as defined in II.A. above) requirements of the Department 
of Defense. No other facilities will be authorized for this 
purpose. 


B. Special purpose communications facilities, such as those 
required to support the Alternate Joint Communications Center (Agcc) 
Joint War Rooms and similar activities, as designated by the Secre- 
tary of Defense, will be included in the DCS. 


’ 


C. The operational control and supervision of the system will 
be under the Defense Communications Agency (DCA) as prescribed in 
reference (b) above. 


D. The system will be operated and maintained in accordance 
with Department of Defense policies, regulations and procedures and 
strategic and logistic guidance by the Joint Chiefs of Staff (JCS). 


E. Unilateral tactical and special purpose communications 
(as defined in II.B. above) will be operated and maintained by the 
military departments and other Department of Defense agencies, as 
assigned. 


F. Personnel, facilities, equipment and other support re- 
quired to maintain and operate specific segments of the DCS for which 
a military department or other Department of Defense agency has been 
assigned responsibility shall be provided from resources available 
to that department or agency. 


G. Personnel, facilities, equipment and other support required 
to maintain and perform the operation of the DCS Communications Con- 
trol Centers will be provided to the DCA by the military departments 
or other Department of Defense agency to which such responsibility is 
assigned. 


IV. OPERATION AND CONTROL 


A. The requirements of the Department of Defense for efficient 
and economical long-haul commmications will be met by an evolutionary 
conversion of the common communications facilities of the military 
departments into the DCS. The DCS will provide facilities for command 
and control, intelligence, weather, logistics and administrative pur- 
poses. The component facilities of the DCS as assigned will be operated 
by the military departments and unified and specified commands under 


ich 


Lred 


its 
y is 


ient 
onary 


mmand 


yperated 
der 


MILITARY SUPPLY MANAGEMENT 279 


May 12, 60 
4600.2 


the operational control and supervision of the DCA. The communications 
control centers will be directly operated by the DCA. 


B. The DCS will be designed to provide the flexibility and relia- 
pility necessary to maintain the quality and quantity of communications 
capabilities required for military operations. In addition, common- 
yser services and allocated channels will be provided to other Govermment 
agencies, aS required. The utilization of channels allocated to commanders 
will be under their control and will be considered an integral part of 
their command and control systems. 


y. RESPONSIBILITIES 


In addition to the normal staff functions assigned to the principal 
staff assistants to the Secretary of Defense, the following organizations 
of the Department of Defense are specifically responsible, as indicated 
pelow, for DCS functions: 


A. The Director of Defense Research and ineer in accordance 
with responsibilities and functions contained in DoD Directive 5129.1 
and other pertinent issuances. 


B. The Assistant Secretary of Defense (Supply and Logistics) in 
accordance with responsibilities and functions contained in DoD Directive 
5126.1 and other pertinent issuances. 


C. The Assistant Secretary of Defense (Comptroller) in accordance 
with responsibilities and functions contained in DoD Directive 5118.3 
and other pertinent issuances. 


D. The Defense Communications Policy Advisory Committee will provide 
advice to the Joint Chiefs of Staff and the Secretary of Defense on 
matters relating to the DCS. 


E. The Joint Chiefs of Staff in accordance with responsibilities 
and functions contained in DoD Directive 5100.1 and other pertinent 
issuances, as well as the following specific functions: 


1. Review communications requirements submitted by the 
unified and specified commands, the military departments 
and other users of communications facilities to assure 
consistency with strategic and logistic plans and to 
determine validity of requirements. 


2. Evaluate communications requirements peculiar to a 
special mission or weapons system to determine if 
the requirements can be satisfied by the facilities 
of the DCS, and make recommendations to the Secretary 
of Defense. 
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3- Obtain advice and recommendations from the DCA during 
the review and evaluation of commmications require. 
ments. 


4. Issue orders, program approval and guidance to the 
Chief, DCA, by authority and direction of the Secretary 
of Defense. 


F. The Unified and Specified Commands in accordance with respon. 
sibilities and functions contained in pertinent issuances, as well as 


the following specific functions: 


1. Develop communications requirements and submit to the 
JCS for review and approval. 


2. Operate and maintain assigned facilities of the Des. 


G. The Military Departments in accordance with responsibilities 
and functions contained in DOD Directive 5100.1 and other pertinent 


issuances, as well as the following specific functions: 
1. Operate and maintain assigned facilities of the DCs. 


2. Budget, fund and account for the support of the DCS 
(including those components assigned to the military 
departments) in accordance with instructions of the 
Assistant Secretary of Defense (Comptroller). 


3. Develop departmental commmications requirements and 
submit for review. 


4. Perform detailed engineering to meet approved require- 
ments of assigned DCS responsibilities. 


5. Implement approved plans for assigned DCS operation. 


H. The Defense Commnications ency will perform the functions 
prescribed in reference (b) above. 


I. Implementation 


1. Instructions implementing the provisions of this Direc- 
tive will be issued in accordance with the attached 
schedule. Such instructions will be coordinated with 
the Assistant Secretary of Defense (Supply and Logistics) 
prior to publication. The Assistant Secretary of Defense 
(Supply and Logistics) will coordinate the instructions 
with appropriate officials of the Office of the Secretary 
of Defense and the Joint Chiefs of Staff. 
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2. During the implementation period, provisions of 
existing directives and procedures pertaining to 
long-haul, point-to-point communications programs 
will remain in effect until superseded by the new 
implementing instructions. 


J. Effective Date 


This Directive is effective upon publication, for planning 
and for systematic implementation, in accordance with the attached 
schedule. 


Inclosure - 1 Secretary of Defense 


Implementation Schedule 
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IMPLEMENTATION SCHEDULE 


Action 


Recommend Chief, DCA, 


Appoint Chief, DCA. 


Develop organizational and staffing 
plans and submit to Secretary of 
Defense for approval. 


Establish the DCA headquarters. 


Prepare plans for exercising 

his authority in accordance with 
functions and responsibilities 

set forth in DOD Directive 5105.19 


Develop and submit to the 
Secretary of Defense for approval 
a plan which identifies each com- 
ponent of the DCS, assigns re- 
sponsibility therefor, and fixes 
specific dates that each military 
department or other DOD agency 
will assume its assigned re- 
sponsibilities. 


Assume operation of communi- 
cations control centers. 


Assume operational control and 
supervision of the DCS in 
accordance with plan. 


Other actions necessary to accom- 
plish effective implementation 
of the DCS as identified. 


Action Agency 


JCS 
SecDef 
JCS and 
Chief, DCA 
JCS and 
Chief, DCA 
Chief, DCA 


Chief, DCA, 
in coordina- 
tion with the 
JCS, ASD 
(S&L) and 
other appro- 
priate DOD 
officials, 


Chief, DCA. 


Chief, DCA 
and Staff 


As appro- 
priate 


Action Date 


Within 15 days from 
date of issuance of 
this directive. 


No later than June 15, 
1960. 


Within 30 days after 
date of appointment of 
Chief, DCA, 


Items 4 through 8 will 
be completed within 
9 months after date 
of appointment of 
Chief, DCA, in accord- 
ance with a schedule 
to be developed by the 
Chief, DCA in coor- 
dination with the JCS, 
DDR&E, ASD(S&L) 
and the military 
departments. 
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APPENDIX 10-C 


May 12, 1960 
NUMBER 5105, 19 





ASD( S&L) 


Department of Defense Directive 


SUBJECT Defense Communications Agency 


References: (a) Memorandum from Deputy Secretary of Defense to 
Chairman, Joint Chiefs of Staff, subject as 
above, July 25, 1959 
(>) DoD Directive 4600.2, "Defense Communications 
System" 
(c) DoD Directive 4600.1, "Telecommunications Policy 
Objectives" 





I. GENERAL 


Pursuant to the authority vested in the Secretary of Defense 
and the provisions of the National Security Act of 1947, as amended, 
including the Department of Defense Reorganization Act of 1958, a 
Defense Communications Agency (DCA) is hereby established as an 
agency of the Department of Defense under the direction, authority 
and control of the Secretary of Defense. 


II. ORGANIZATION AND COMMAND 


A. The Defense Communications Agency shall consist of a 
Military Commander of suitable General or Flag rank, a Headquarters 
Staff, and such subordinate units, facilities and activities (includ- 
ing Communications Control Centers) as are specifically assigned to 
the Agency by the Secretary of Defense or by the Joint Chiefs of 
Staff by the authority and direction of the Secretary of Defense. 


B. The chain of command shall run from the Secretary of 
Defense, through the Joint Chiefs of Staff, to the Chief, DCA. 
Orders, program approval and guidance to the Chief, DCA, shall be 
issued by the Secretary of Defense or by the Joint Chiefs of Staff 
by the authority and direction of the Secretary of Defense. 


C. The DCA shall establish and operate communications control 
centers as necessary to implement responsibility assigned the DCA 
for operational control and supervision of the Defense Communications 
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System (DCS). Operational responsibility for DCS communications 
control functions currently being performed by the military depart- 
ments will be assumed by the Communications Control Centers estab- 
lished by the DCA as soon as practicable after activation; no other 
control centers will be authorized to perform these functions after 
that time. 


III. RESPONSIBILITIES 


The DCA, under the direction and control of the Chief of the 
Agency, shall be responsible for the operational control and super- 
vision of the DCS which includes all worldwide, long-haul, Govern- 
ment-owned and leased, point-to-point circuits, terminals, control 
facilities and tributaries required to provide communications: 


A. From the President to and between the Secretary of Defense, 
the Joint Chiefs of Staff, and other governmental agencies. 


B. From the Secretary of Defense and the Joint Chiefs of 
Staff to and between the military departments and the unified and 
specified commands. 


C. From the military departments to and between their major 
commanders and subordinate fixed headquarters. 


D. From the unified and specified commands to and between 
their component and subordinate commands. 


IV. FUNCTIONS 


Under the direction and control of the Chief, DCA, the Agency 
shall perform the following functions within its assigned field of 
responsibility: 


A. Operations 


1. Based on approved requirements, allocate circuits 
and channels to the military departments, the unified 
and specified commands and other Department of Defense 
or governmental agencies. 


2. Allocate standby communications facilities (installed 
and mobile) to meet approved requirements or emergency 
situations. 


3. Supervise the restoration and allocation or reallo- 
cation of circuits and channels under emergency 
conditions. 
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Operate Communications Control Centers; supervise 
“departmental facilities/technical control" elements; 
and maintain current information on status of circuits, 
channels and resources of the DCS. 


Prescribe maintenance standards and installation 
} actices. 


Conduct continuing traffic analysis and maintain necessary 


records to insure effective and efficient utilization of 
the DCS. 


Supervise the operation of special purpose communications 
facilities, such as those required to support the Alternate 
Joint Communications Center, Joint War Rooms, and other 
similar activities as designated by the Secretary of 
Defense or the Joint Chiefs of Staff. 


Conduct periodic operational exercises, inspections and 
tests in order to evaluate the effectiveness of the DCS. 


Maintain necessary radio frequency records and request 


the assignment or reassignment of radio frequencies re- 
quired for the DCS. 


Recommend to the Secretary of Defense, through the Joint 
Chiefs of Staff, the assignment to the military departments 


or other Department of Defense agencies the responsibility 
for: 


a. Providing and maintaining component facilities of the 
bes. 


b. The leasing of authorized commercial circuits and 
facilities required to support the DCS. 


c. Providing and maintaining personnel, facilities, 
equipment and other support required by the DCA to 
maintain and operate the Communications Control 
Centers. 


Plans and Engineering 


l. 


Consolidate and analyze communications requirements pro- 
posed for the DCS, giving due consideration to planned 
and available system facilities, and submit report of 
analysis and evaluation to JCS together with recommenda- 
tions for approval, modification or disapproval. 


Develop plans for meeting approved requirements that are 
beyond the capability of the DCS and submit such plans 
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through the Joint Chiefs of Staff to the Secretary 
of Defense for approval. 


3. Translate approved requirements into system plans 
for detailed engineering by the military departments. 


4, Review detailed engineering plans prepared by the 
military departments for conformance with approved 
policies and programs and consistency with the con- 
cept and objectives of the DCS. 


5. Initiate appropriate action to implement approved 
plans. 


C. Programs 


l. Translate system engineering plans into program 
guidance, including the assignment of appropriate 
program priorities. 


2. Recommend to the Secretary of Defense, through the 
Joint Chiefs of Staff, assignment of program imple- 
mentation responsibility to the military departments. 


3. Review status of programs and related facilities 
which support the DCS and recommend to the Secretary 
of Defense, through the Joint Chiefs of Staff, any 
corrective action or change necessary. 


D. Research and Development 


1. Coordinate communications research and development pro- 
grams of the military departments which are applicable 
to the DCS to insure effective integration, standard- 
ization and compatibility and to eliminate unnecessary 
duplication in research and development effort and 
expense. 


2. Review current status of research and development 
efforts in support of the DCS. 


3. Recommend to the Director of Defense Research and 
Engineering, through the Joint Chiefs of Staff, re- 
search and development programs or projects required 
to insure progressive improvement of the system. 


E. Perform such other functions as the Secretary of Defense or 
the Joint Chiefs of Staff assign. 


V. RELATIONSHIPS 


A. In the performance of its functions, the Agency shall: 


i inti iin 


MILITARY SUPPLY MANAGEMENT 287 


May 12, 60 
5105.19 


1. Coordinate actions, as appropriate, with the military 
departments and other Department of Defense or govern- 
mental agencies having collateral or related functions 
in the field of its assigned responsibility. 


2. Maintain active liaison for the exchange of informa- 
tion and advice with the military departments and other 
Department of Defense or governmental agencies. 


3. Make full use of established facilities in the Office 
of the Secretary of Defense, the military departments 
and other Department of Defense agencies rather than 
unnecessarily duplicating such facilities. 


B. Officials of the military departments and other Department 
of Defense agencies shall provide support within their respective 
fields of responsibility to the Chief of DCA as may be necessary to 
carry out the assigned responsibilities of the Agency in accordance 
with approved requirements. 


VI. AUTHORITIES 


A. To carry out assigned responsibilities and functions of 
the Agency, the Chief of DCA is specifically delegated authority to: 


1. Exercise operational control and supervision of com- 
munications activities and facilities comprising the 
pes. 


2. Issue instructions pertaining to the operation and 
maintenance of the DCS to the heads of the operating 
agencies of the military departments and other 
Department of Defense or governmental agencies, pro- 
vided that task assignments and pertinent instructions 
may be issued directly to any operating element of 
the DCS that are within the capacity of such elements 
to accomplish. 


3. Have direct access to and direct communication with 
any department or agency performing DCS functions 
over which the DCA exercises operational control and 
supervision. 


4. Direct the consolidation or elimination of DCS facil- 
ities and operations in order to achieve maximum 
efficiency, economy and effectiveness. 


5. Prescribe procedures, principles, standards and 
practices for activities under his operational control 
and supervision. 
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6. Prescribe or approve, as appropriate, security rules, 
regulations and instructions for DCS activities. 


7. Obtain such reports and information from the military 
departments and other Department of Defense or govern- 
mental agencies as may be necessary to the performance 
of the Agency's assigned functions. 


B. In providing direct DCS support to the military depart- 
ments, other Department of Defense agencies and other governmental 
agencies, the Chief of DCA is authorized to redelegate operational 
control of specified DCS facilities and resources. 


C. Other authorities specifically delegated by the Secretary 
of Defense to the Chief, DCA, in other directives or issuances will 
be referenced in an inclosure to this Directive. 


VII. ADMINISTRATION 


A. The Chief, DCA, -s:.all be designated by the Secretary of 
Defense, upon recommendation of the Joint Chiefs of Staff. 


B. Applicable Department of Defense policies, regulations and 
procedures shall govern the Agency's operations. 


C. The Agency will be authorized such personnel, facilities, 
funds, and other administrative support as the Secretary of Defense 
deems necessary for the performance of its functions. The military 
departments will assign military personnel to the Agency in accord- 
ance with approved authorizations and applicable Department of 
Defense directives and instructions. 


D. Personnel, facilities, equipment and other support re- 
quired to maintain and operate specific segments of the DCS for 
which a military department or other Department of Defense agency 


has been assigned responsibility shall be provided from resources 
available to that department or agency. 


E. Personnel, facilities, equipment and other support re- 
quired to maintain and perform the operation of the DCS Communica- 
tions Control Centers will be provided to the DCA by the military 
departments or other Department of Defense agency to which such 
responsibility is assigned. 


VIII. DEFENSE COMMUNICATIONS POLICY ADVISORY COMMITTEE 


A Defense Communications Policy Advisory Committee is hereby 
established to advise the Joint Chiefs of Staff and the Secretary of 
Defense on matters relating to the DCS. The membership of the Committee 
shall consist of the Assistant Secretary of Defense (S&L), as Chairman; 


ERG 


R 
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May 12, 60 
5105.19 


the Director of Defense Research and Engineering, as Vice Chairman; 
g representative of each military department and the organization of 
the Joimt Chiefs of Staff; the Chief of the DCA; and the Director of 
the National Security Agency. 


IX. EFFECTIVE DATE 





This Directive is effective upon publication. 


Secretary of I 


fense 
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APPENDIX 11—SINGLE MANAGER ASSIGNMENTS 


NEWS RELEASE l- NPs . DEPARTMENT OF DEFENSE 


OFFICE OF PUBLIC AFFAIRS 


PLEASE NOTE DATE “\aieliiy” Ph 





IMMEDIATE RELEASE May 16, 1960 NO, 557-60 
OXford 71252 


ARMY SECRETARY DESIGNATED SINGLE MANAGER 
FOR AUTOMOTIVE AND CONSTRUCTION SUPPLIES 


Designation of the Secretary of the Army as Single Manager for 
automotive supplies and for construction supplies was announced 
today by Secretary of Defense Thomas S. Gates, Jr. 


This expansion of the concept of integrated supply management 
and procurement of common supplies within the Department of Def 
was based on studies by the Armed Forces Supply Support Center 
the military services. 


Under the assignment, the Army will provide all military 

services with military automotive supplies which include such it 

as vehicular supplies and repair parts, tires and tubes, engine 
components and the like, and will provide military construction 
supplies which include repair parts for construction equipment, 
diesel engines and components, lumber and related construction-typse 
items. Agencies to carry out these assignments will be established 
June 1, 1960, and will become fully operational as soon thereafter 
as possible. 


The Army will be charged with complete responsibility for whole- 
Sale supply of the Armed Forces in their respective commodity areas, 
This includes responsibility for deciding what will be bought, 
purchasing, cataloging, standardizing, distributing, and disposing 
of excess items in the system. 


Along with the creation of these additional single managers, 
an integrated distribution system and uniform operating procedures 
are being developed to facilitate effective supply operations within 
the eight single manager operations now established within the 
Department of Defense. 


Previous Commodity Single Manager Assignments have been 
established for Subsistence (Army in May 1956), Clothing and Textile 
i in May 1956), Medical Supplies (Navy in May 1956), Petroleur 

Navy in July 1956), General Supplies {Army in November 1959), and 
Industrial Supplies (Navy in November 1959). Since responsibilities 
under the Single Manager Plan are carried out by one service for ail 
the services, undesirable competition in procurement and unnecessary 
duplication of effort are avoided. During the four years the system 
bas been in operation, substantial economies have resulted from 
streamlined distribution systems and reductions in inventory, storage 
space, personnel, and overhead. 


Additional assignments and extensions to existing assignments 
for management by the Army, Navy, or Air Force are being considered, 
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ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 25, D.C. 


SUPPLY AND LOGISTICS 


May 17, 1960 


MEMORANDUM FOR THE SECRETARY OF THE ARMY 
THE SECRETARY OF THE NAVY 
THE SECRETARY OF THE AIR FORCE 


SUBJECT: Single Manager Assiguments 


Reference is made to memorandum, Secretary of Defense, dated May 11, 1960, 
subject: Single Manager Assiguments. By this memorandum the Secretary of 
the Army was assigned responsibility as the Single Manager for Military 
Automotive Supplies and for Military Construction Supplies. 


The assignments to the Secretary of the Army are defined to include 
initially: 


Military. Automotive aH 


FSC 2510 - Vehicular Cab, Body, and Frame Structural Components 
2520 - Vehicular Power Transmission Components 
2530 - Vehicular Brake, Steering, Axle, Wheel, and Track Components 
2540 - Vehicular Furniture and Accessories 
2590 - Miscellaneous Vehicular Components 
2610 - Tires and Tubes, Pneumatic, Except Aircraft 
2630 - Tires, Solid and Cushion 
2640 - Tires Rebuilding and Tire and Tube Repair Materials 
2605 - Gasoline Reciprocating Engines, Except Aircraft; and Components 
2910 - Engine Fuel System Components, Nonsircreft 
2920 - Engine Electrical System Components, Nonaircreft 
2930 - Engine Cooling System Components, Nonsircreft 
29h0 - Engine Air and 011 Filters, Strainers, and Cleaners, Nonaircreft 
2990 - Miscellaneous Engine Accessories, Nonaircreft 


Military Construction Supplies 


FSC 2615 - Diesel Engines and Components 
3740 - Pest, Disease, and Frost Control Equipment 
3750 - Gardening Implements and Tools 
3615 - Crane and Crane-Shovel Attachments 
3620 - Mining, Rock Drilling, Earth Boring, and Related Equipment 
3830 - Truck and Tractor Attachments 
3910 - Conveyors 
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Military Construction Supplies (continued) 


FSC 3950 
4210 
4310 
4320 
4330 
4510 
4520 
4530 
k5kO 
4610 
4620 
4630 


Winches, Hoists, Cranes, and Derricks 

Fire Fighting Equipment 

Compressors and Vacuum Pumps 

Power and Hand Pumps 

Centrifugals, Separators, and Pressure and Vacuum Filters 
Plumbing Fixtures and Accessories 

Space Heating Equipment and Domestic Water Neaters 
Puel Burning Equipment Units 

Miscellaneous Plumbing, Heating, and Sanitation Equipment 
Water Purification Equipment 

Water Distillation Equipment, Marine and Industrial 
Sewage Treatment Equipment 

Pipe and Tube 

Hose and Tubing, Flexible 

Fittings and Specialties: Hose, Pipe, and Tube 
Valves, Powered 

Valves, Nonpowered 

Prefabricated and Portable Buildings 

Scaffolding Equipment and Concrete Forms 
Miscellaneous Prefabricated Structures 

Lumber and Related Basic Wood Materials 

Millwork 

Plywood and Veneer 

Mineral Construction Materials, Bulk 

Building Glass, Tile, Brick, and Block 

Pipe and Conduit, Nonmetallic 

Wallboard, Building Paper, and Thermal Insulation Materials 
Roofing and Siding Materials 

Fencing, Fences and Gates 

Architectural and Related Metal Products 
Miscellaneous Construction Materials 


Reference is made to my memorandum dated November 27, 1959, subject: 
Single Manager Assignments. This memorandum defined the federal supply groups 
and classes to be included initially in commodity single manager assignments 
for Military Generel Supplies and Military Industrial Supplies. It has been 
decided to expand these assignments, effective immediately, by the addition 
of the following federel supply classes: 


To the Commodity Single Manager Assignment for General Supplies: 


FSC 3920 
3930 
3990 
6750 
9320 
9330 
9340 
9350 
9390 


Materials Handling Equipment, Nonself-Propelled 
Warehouse Trucks and Tractors, Self-Propelled 
Miscellaneous Materials Handling Equipment 
Photographic Supplies 

Rubber Fabricated Materials 

Plastics Fabricated Materials 

Glass Fabricated Materials 

Refractories and Fire Surfacing Materials 
Miscellaneous Fabricated Nommetallic Materials 
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fo the Commodity Single Manager Assignment for Industrial Supplies: 


Fsc 3110 - Bearings, Antifriction, Unmounted 
3120 - Bearings, Plain, Unmounted 
3130 - Bearings, Mounted 
3940 - Blocks, Tackle, Riggings, and Slings 
4010 - Chain and Wire Rope 
4020 - Fiber Rope, Cordage and Twine 
4030 - Fittings for Rope, Cable and Chain 


The precise item content of these new and expanded assignments will be 
determined in accordance with criteria and procedures to be approved pursuant 
to the Defense Materiel Management Program. It is understood that items 
included in the groups and classes recommended for Construction and Automotive 
Assigments which within the Navy have only Marine/Nautical application will 
be coded within the scope of Group A as defined in the present version of the 
Management Method Criteria. 


It is recognized that these assignments to the new Single Managers will 
not necessarily encompass complete responsibility on a federal class or group 
pasis for functions such as standardization, cataloging, provisioning and 
single department procurement. The degree of responsibility to be assumed 
under these assignments will be determined jointly by appropriate representa- 
tives of the OASD(S&L) and the four military services. 


For the purpose of assuring the orderly implementation of these new 
assigments, & time phased plan for the coding of items, and assumption of 
functions and responsibilities will be developed by the military services 
and the OASD(S&L). ‘Implementation of this plan will be adhered to strictly 


‘by all elements of the DoD. Full implementation of these assignments should 


be programmed for accomplishment in FY 1962 and included in the budget 
estimates of the military services for that year. 


It is requested that the Secretary of the Army establish, within the 
Department, operating agencies to be designated, respectively, as the 
Military Automotive Supply Agency and the Military Construction Supply 
Agency and inform this office of the location thereof at his earliest 
convenience. It is also requested that the Secretary of the Army nominate 
officers to serve as Executive Directors of the aforementioned agencies. 


/s/ 


PHILIP LeBOUTILLIER, JR. 
Deputy Assistant Secretary of Defense 
(Supply and Logistics) 
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APPENDIX 12—SPECIFIC IMPROVEMENTS IN OPERATIONS 
EXISTING SINGLE MANAGER AGENCIES 


OF 


APPENDIX 12—A—MILITARY SUBSISTENCE SupPLY AGENCY 


It was the former practice of MSSA to procure large-size shell eggs during 
all seasons of the year; however, vendors were permitted to substitute medium. 
size eggs under specified conditions. A survey of procurement records revealed 
that the purchase of medium-size eggs during October and November represented 
optimum value to the Government as mediums are in long supply during this 
season of the year. In order to take full advantage of the better value, MSSA’s 
purchasing policy was changed during second quarter, fiscal year 1959, to provide 
for solicitation of medium-size eggs during the months of October and November 
This policy provides an option to the contractor to substitute large eggs under 
specified conditions. As a result of the change in policy, 85 percent of the total 
quantity of eggs procured during October and November 1958 were mediums. 
as compared with 28 percent during the same period in 1957. This represents g 
net procurement savings of $109,144 after adjustments for the difference in weight 
between the two sizes and difference in market prices between the two periods. 

Purchase actions for brad-name items. for export were formerly initiated by 
port Market Centers upon receipt of requisitions from the Oversea Supply Agency. 
A survey indicated that sufficient procurement lead time was normally available 
to permit consolidation of requirements prior to initiation of procurement action 
Under current procedures multiple requirements for brand name items covered 
by Purchase Notice Agreement are consolidated on one purchase action document 
thus permitting increased quantity procurement at lower unit prices. Procure. 
ment savings of approximately $180,000 annually are anticipated. Additional 
benefits will also be generated through reduction in the number of delivery orders 
prepared. 

Export lettuce purchased f.o.b. origin in California and Arizona, was previously 
shipped by rail to certain port Military Subsistence Market Centers. In addition 
to freight, charges were incurred for reicing en route and, in most instances, for 
switching and drayage at destination. Under a revised procurement policy, 
lettuce is shipped by refrigerated trucks, thereby eliminating reicing, switching, and 
drayage costs. Based on a 6-week survey conducted at the New Orleans MS 
Market Center and projected requirements, it is anticipated that approximately 
$16,000 will be saved annually. 

During third quarter, fiscal year 1959, contracts were negotiated for recombined 
milk products for Japan, Okinawa, and Guam. The total cost of the contracts 
will be approximately $40 million, if options for the full 5-year period are exercised 
These contracts represent savings of approximately $4 million when compared to 
costs of previous similar contracts. The savings realized was primarily due to an 
improved negotiation position of the Army. In addition to the procurement 
savings, the Government will, as part of the terms of the contract, acquire, at no 
cost, title to fully usable plant equipment (acquisition cost to contractor, 
$1,500,000) when the contracts are completed. Acquisition of the equipment 
should result in still lower costs in the future as it will permit the Government to 
negotiate recombined milk contracts on a ‘‘Government-owned, contractor- 
operated” basis. 

Stock-control functions for perishable subsistence requirements for military 
installations in the Boston area were decentralized from the New York Regional 
Headquarters, MSSA, to its Boston supply office during first quarter, fiscal year 
1960. As a result of this action, the Boston supply office assumed responsibility 
for direct supply of Navy retail activities in that area, thereby reducing Navy 
retail inventories by approximately $750,000. Department of Defense sub- 
sistence-storage costs were reduced by approximately $24,000 per annum. 


APPENDIX 12—B—Miuuirary CLoTuHInG AND TEXTILE SuppLty AGENCY 


CHANGES IN PERSONNEL, ORGANIZATION, PROCEDURES, AND OPERATIONS 


Personnel 

Agency personnel staffing has been reduced by 119 civilian personnel spaces 
(1 military, 118 civilians) since July 1, 1959. This is a 9 percent reduction i 
Agency authorization, with a resultant saving of approximately $620,000 per year. 
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Organization 

Effective July 1, 1959, the Inspection Division, M.C. & T.S.A., was redesignated 
the Technical Division to recognize revised functional responsibilities. The 
Technical Division now has complete responsibility for technical data concerning 
C. & T.M. items, including specification review, specification validation, and as 
the central coordinator for technical data and actions with all services. 

The staff and overhead activities of the Supply Division, M.C. & T.S.A. were 
reorganized and streamlined in September 1959 to insure more effective overall 
supply effectiveness by the M.C. & T.S.A. 


Procedures 

Single catalog for C. & T. items.—Development of a single catalog for C. & T. 
items, as authorized under joint AR 32-165, August 24, 1959, has been expedited. 
The single catalog will consist of 16 sections, of which 12 have been completed 
and forwarded for publication. 

Simplified accounting procedures.—(1) The manual billing procedures in being 
early in July 1959 have been replaced by the mechanized billing procedure. Under 
this procedure the data-processing equipment accomplishes complete billing. 
Basic benefits from this revised procedure include reduction of billing processing 
time to customers from 7 to 3 days, and a reduction of personnel cost in the 
accounting function. 

(2) Asimplified billing procedure, based on management by exception principle 
was implemented in November 1959. Billing is based on quantity ordered. 
The M.C. & T.S.A. is notified of unshipped vouchers within 20 days after the end 
of the billing period, and on this basis billings are made directly to the services 
based on quantity ordered. This billing procedure has permitted a reduction of 
$30 million in the unapplied issues area and has realized a saving of 15 civilian 
personnel spaces. 

(3) A streamlined procedure for the development and processing of procure- 
ment directives within the Agency has been implemented. This revised pro- 
cedure reduced processing tire from a bigh of 40 days in December 1958 to 22 
days in March 1960 through straight-line processing of documents. 


Amplified use of ADPS systems 


Continuing emphasis hes been placed on maximum utilization of automatic 
data servicing equipment. Major application implemented or under study 
include: 

On order program.—This program provides an integrated Agency ADP procure- 
ment system to eliminate duplication of records which are now maintained and 
generated by Supply Division, Purchasing Division, Technical Division, and 
financial accounting requirements. This system provides for information to be 
put into the ADP system from the time of preparation of the procurement directive 
through contract awards, the shipment from contractors and receipt into the 
depot. Further extension of this program is to include the fiscal aspects of pro- 
curement, including the commitment, obligation, accounts payable, and expendi- 
tures. This system is being developed as the first stage in preparation for applica- 
tions to be used on the 7070 ADP machine, which is due to be installed at this 
installation by March 1961. 

Flerowriter system.—The Flexowriter is a media of ADPS input which results 
in punched paper tapes which can be convereted to punched cards to be used in 
conjunction with the on-order program. Flexowriters are presently being used in 
Supply Division and a test is now underway (90 percent complete) in Purchasing 
Division, to eliminate the need for typing repetitive data. The procurement 
directive information put on Flexowriter will be used to create paper tapes for 
invitation for bid, contract awards, and material inspection receiving reports. 
The Flexowriter application in Purchasing Division will materially assist in better 
contract administration in this area. 

7070 ADPS system.—The Agency is designing and programing a 7070 ADPS 
system to provide unlimited capacity to trigger supply position indicators, furnish 
supply/demand studies more quickly and completely and reserve at least 8 hours 
of computer capacity for mobilization expansion. 

Operations 


‘ Improved supply support to the services continued in the current fiscal year. 
Specific operational highlights include 

National supply availability for fiscal year 1960 to date averages 97 percent. 
This compares favorably with the average 93 percent for the previous fiscal year. 
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Supply effectiveness (shipped to customer on time) this fiscal year averages 
95 percent, a sharp increase over the 83-percent average for the same period in 
fiscal year 1959. 

The 983 line items due out the end of March 1960 reflects a sharp reduuction 
from the 7,646 line items due out in the comparable period, fisca] year 1959, 

Customer unliquidated obligations (accounts receivable and committed in- 
ventory) have decreased from approximately 105 days on hand to 65 days onhand 
This reduction results from the revised system of billing, utilizing the exception 
billing principle. 

The delinquent contracts over 30 days (based on total active contracts) in the 
third quarter, fiscal year 1960, reached a new low of 2 percent. Average delin- 
quency this fiscal year has been less than 4 percent. 

A comparison of item commonality from third quarter, fiscal year 1960, with 
the third quarter, fiscal year 1959, reveals the following: 

(1) Sharp decline in one user item from 26,578 to 23,482, resulting in an 
overall reduction of stock numbers. 

(2) The relative number of multiple user items as compared to total stock 
numbers increased from 21 to 24 percent. The major increase occurred in items 
used by all services. 

Progress in the streamlining of the distribution system 

By May 1959, depots storing clothing and textile material had been reduced 
from 58 to 26. Since that time, additional locations have been evacuated so that 
the number of depots currently being used total 13. Auburn Depot activity js 
now being evacuated so that by September 1960 the number will be reduced to 
12. In addition, the consolidation of storage locations has greatly reduced record- 
keeping. It is estimated that approximately 70,000 record cards have been elimi- 
nated. Furthermore, the geographic positioning (placement of stocks within the 
distribution system) has been improved to the degree that 90 percent of the demands 
placed by the customer on the first source of supply can be filled, and in almost 
100 percent of the times shipments are made within the date required by the 
customer. 

By July 1959, M.C. & T.S.A.’s systems, policies, procedures, and actual supply 
operations had reached a level of performance which permitted further delegation 
of control to its field establishment. Accordingly, a number of functional responsi- 
bilities was transferred from M.C. & T.S.A. to the three regional accountable 
depots. This principally included decentralization of property accountability, 
and other related stock-control operations. These actions expedited document 
processing and improved customer relationships. Further decentralization actions 
are currently being studied in order to minimize daily supply control by M.C. & 
T.S.A. and to maximize customer supply by the regional depot. 


STANDARDIZATION 


Annual dollar savings attributable to standardization action were estimated to 
be $3.75 million at the time of our May 1959 report. We can now report annual 
savings of $7 million in this area. This includes the saving resulting from fatigue 
uniforms, and shoe standardization, as well as substantial savings as a result of 
standardizing 22 additional item categories. 

A common pattern for dress trousers has been developed and approved, and 
negotiations are being carried on with the services for adoption of common patterns 
and specifications for cotton shirts, fatigue clothing, and the abbreviated summer 
uniform items. 

The standardization of parts and components used to manufacture end items 
has progressed through the initial phase of identifying all such component parts 
and development of population data. This data is now being coordinated with 
the four services in order to achieve wider use of the same items and a correspond- 
ing decrease in variety and kind. The refined data will serve as a guideline in 
development of new items and making major modifications to existing items, 


Qualified bidders list 


At the present time there are no major problem areas in the ‘‘Qualified Manu- 
facturers List’’ program. Industry appears to have recognized and accepted 
the program. There have been individual complaints and protests on the part 
of dissatisfied applicants. These applicants have been granted hearings before 
the QML Board and their cases have been thoroughly investigated, discussed, 
and resolved at that level. 
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INVENTORY AND RESERVES 


The overall inventory at the end of fiscal year 1959 was $1,652,505,000. The 
planned reduction for fiscal year 1960 was $252,505,000. As of this date (April 
92, 1960) it appears that the inventory at the end of fiscal year 1960 will be 
$1,496,914,000. Che shortfall in the projected reduction is occasioned by the 
decision to increase the peacetime force materiel requirement to 30 months for 
retention purposes only and, because of discovery of new markets, increased use 
of substitutions and sales of duck and webbing previously declared excess. Good 
supply management dictated withdrawal of $57 million in these items from 
property-disposal officers, and subsequent sale to other services. 

The inventory turnover ratio is computed on the basis of the value of the overall 
inventory, from which is deducted the value of the mobilization reserve, since 
these stocks are only rotated to insure freshness, and not sold. The sum re- 
maining is then rationated to the sales volume. Following are turnover rates 
for fiscal years 1959 and 1960: 
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Ending Inventory | Mobilization | Available for Sales | Turnover 
reserve sales (percent) 
| | j 
eo sh a i sae sa i 
Fiscal year 1959. - $1, 652, 505, 000 $973, 598, 000 | $678, 907, 000 $324, 281, 000 | | 47.6 
Fiscal year 1960. $1, 496, 914, 000 $805, 300, 000 $691, 614, 000 $336, 400, 000 147.7 


1 Approximate. 


Although sales in fiscal year 1960 are greater than in fiscal year 1959, the reduc- 
tion in mobilization reserve stocks in fiscal year 1960 occasioned by recomputation 
of requirements to meet revised strategical concepts, resulted in a turnover ration 
approximately that of fiscal year 1959. 

Rotation of mobilization reserve stocks is accomplished by the regional account- 
able depots by satisfying requisitions for peacetime requirements to the extent 
possible from mobilization stocks, on a “first in and first out’’ basis. Replenish- 
ment of these shipments is made from new procurement coming into the system. 


Items and commonality 


Net FSN’s in wholesale C. & T.M. systems has reduced from 33,664 in March 
1959 to 31,662 as of December 31, 1959—a reduction of 2,002 in the past year. 

In our report of May 1959, M.C. & T.S.A. indicated that C. & T. items used 
by more than one service (multiple users) amounted to 78 percent more than at 
time of activation of the Agency; 3,110 items had been added to this category. 
The common user items have now been increased to 3,694, or 93 percent more 
than at time of Agency activation. 
Requirements computation 

Although the methodology of the “Wholesale Requirements Computation”’ 
remains basically unchanged, the M.C. & T.S.A. has implemented a system 
that provides for the submission of monthly changes/additions. This change 
provides for greater flexibility to insure the compatibility of demand versus issues. 


APPENDIX 12—C—Muuitary MeEpIcAaL SuppLty AGENCY 


By consolidating the requirements of MMSA and the Offices of Civil and Defense 
Mobilization for the procurment of tetracycline, a reduction of approximately 
20 percent, involving a saving of $374,369 to the Government resulted. 

A total of $158,995 was saved on the processing of outdated blood plasma. 
This Savings was achieved as a result of negotiations with contractors and a 
pricing study of a cost breakdown prepared by the Navy Audit Area Office, 
Chicago. 

The procurement of a new type of audiometer resulted in a saving of $17,667 
when compared with the original price quoted by the contractor. 

; A change in the location of the MMSA to the Brooklyn Annex NSD, Bayonne, 
in Brooklyn resulted in consolidation of maintenance and common service func- 
tions at an annual saving of $379,000. 

Improved storage of serum albumin by storing in controlled temperature, the 
shelf life of the item was increased from 5 to 10 years. Estimated savings, $16 
million in next 10 years. 
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A study bv the Materiel Standards Division of MMSA resulted in the elimina. 
tion or modification of markings on certain medical textile items and a savings of 
$14,517. 

MMSA evaluated and recommended that the specifications of ‘Bandage 
Stockinet, Hand Burn, 10’s,’”’ be changed from a dress glove to a work-type glove 
This change was approved and resulted in a savings of approximately $200,000 
on the reauired purchase of 1,040,000 gloves. 

In an effort to encourage competition M MSA requested quotations from foreign 
drug suppliers for tetracycline, an antibiotic. The low bidder was an Italian firm 
Total savings on this purchase (difference between Italian bidder and low American 
bidder), $497,000. This procurement was upheld by the GAO. 


ApPpENDIxX 12—D—MILITARY PETROLEUM SuppLy AGENCY 


A requirement for 370,000 barrels of Navy special fuel oil for bunkering op 
east coast for the period March 1 through September 30, 1960, was advertised 
and the low bid received was $3.41 per barrel. MPSA rejected the price and 
through readvertisement and other special efforts to interest additional sup- 
pliers, the material was finally procured at $2.58 per barrel. The resultant 
savings on this procurement was $307.100. 

Last fall the Executive Director, MPSA, headed an MPSA team to visit the 
Far East. Discussions were held with representatives of the petroleum industry 
in Japan and the Philippine areas concerning the procurement of JP-—5 fuel 
required in those areas which previously had never been procured from local 
sources. As a result of these discussions the 6 months’ JP—5 requirement for 
Japan and Philippines was procured from local sources at costs approximately 
$500,000 less than costs of previous procurements from sources outside the area, 

During a procurement of motor gasoline for Europe it was determined that 
market conditions were such that the total requirement should not be purchased 
because market conditions were likely to be lower in the near future. MPSA 
bought short of the requirement by 33 million gallons. Approximately 3 months 
later MPSA procured the additional 33 million gallons at a cost of $130,221 less 
than would have been paid under the initial procurement. 

A situation developed wherein a limited number of suppliers were bidding on 
a specialized ‘‘superclean”’ hydraulic fluid. MPSA made a special effort to interest 
additional suppliers in this product in order to create greater competition. Asa 
result of this increased competition a procurement was made that resulted in 
costs that were approximately $37,000 less than had been previously paid for 
the same quantity of material. 

During the bid evaluation for JP—4 fuel, for the period April 1 through Sep- 
tember 30, 1960, MPSA evaluated 10 instances where material could be supplied 
to the requiring service activities from terminal stocks of another service at less 
cost than through their own terminals or direct from contract. As a result 
interservice supply support agreements were made which will result in a savings 
of approximately $660,000 during the 6-month period. 

During the month of January this year, MPSA reviewed the tanker cargo 
schedule and observed that 

(a) One service proposed to move two cargoes of J P—4 fuel from Caribbean 
to Maine. 

(b) Another service had cargoes of JP—4 scheduled for discharge in Califor- 
nia, loading one in the Caribbean and one at Trinidad. MPSA analyzed 
the transportation cost from the various sources to destination for all four 
cargoes and recommended cross-servicing between the contracts. 

(c) The result was a savings of 2.2 days’ sailing time on the T-2 tankers 
involved, which resulted in a savings of approximately $6,600 to the Gov- 
ernment. 

In early May 1959 MPSA observed from the revised May and June tanker 
schedules that the import quota from the Caribbean for JP—4 jet fuel would not 
be filled. by approximately 1.1 million barrels and that at the same time higher 
cost U.S. gulf JP-4 contracts had been nominated by the inventory control point 
of Service Alfa to Supply East Coast requirements. 

On May 7, MPSA met with the inventory control point and was given a pro- 
posed cutback schedule for JP—4 which confirmed the observation of the non- 
utilization of the import quota. MPSA reviewed the proposed schedule and then 
reevaluated total contractual assets available and the net requirements of Service 
Alfa and Service Bravo, which also uses JP-4. As a result of this reevaluation 
MPSA requested Service Alfa to lift low cost JP—4 from the Caribbean to meet 
requirements in the area south of Norfolk which the service proposed to lift from 
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higher cost sources in the U.S. gulf. In addition, since this action would still 
jeave low cost J P—4 lapsing under the quota on June 30, MPSA requested Service 
Bravo to accelerate its liftings from the Caribbean in May and June. 

Subsequent to this action, MPSA recommended to Service Alfa that it utilize 
the resulting excess contractual JP-4 assets in the U.S. gulf to supply increased 
inland requirements in lieu of new procurements. The resulting net savings to 
the Government were $966,000. 

In April 1959, four supertankers under charter to MSTS were hauling product 

from Persian Gulf sources to Japan. MSTS advised MPSA that the tankers 
had to be returned to CONUS for annual overhaul and then would be returned 
to the Persian Gulf-Japan run. When the matter was brought to MPSA’s 
attention by MSTS, the various alternative methods of employing the ships were 
explored. It was determined that the most economical employment would result 
by bringing the ships to the U.S. west coast in ballast after delivery of cargoes to 
Japan. On completion of overhaul, product would be loaded on the U.S. west 
coast for delivery to Japan by the ships while en route back to the Persian Gulf. 
Although the product cost $597,000 more, the transportation savings were 
$1,027,000. The net savings to the Government were $430,000. 
In July 1959 MPSA received information copies of messages passing between 
an oversea command and an inventory control point that discussed the lifting 
of 90,000 barrels of product from existing contract held by an oversea refiner. 
The messages were complaining about the inability of the contractor to meet 
an order placed for supply of a terminal. Investigation by MPSA revealed 
that the terminal concerned had not been included in the inventory control 
point’s original request for purchase. MPSA then requested the inventory 
control point to submit a new purchase request and MPSA awarded a new 
contract for the new requirement to a different contractor. 

In January 1959, Service Alfa had 130,000 barrels of aviation gas scheduled to 
load in San Pedro, Calif., for discharge in Seattle while Service Bravo had 130,000 
barrels of identical product scheduled to load in Houston for discharge in San 
Pedro. Investigation showed that if Service Alfa would release the product in 
San Pedro to Service Bravo and Service Bravo release the cargo in Houston to 
Service Alfa for discharge in Seattle a net savings of 23 cents per long ton would 
result. The quantity involved was 16,500 tons, which equals $3,800 savings to 
the Government. 

In July 1959, MPSA discovered that Service Alfa was underlifting its west- 
coast contract for aviation gasoline with the result that the contractor was faced 
with having to curtail his refinery production. The inventory control point of 
Service Alfa was contacted and it confirmed the fact that Service Alfa was 
underlifting. 

MPSA requested Service Bravo, which had requirements for delivery in the 
area, Which were established as cargoes from the U.S. gulf, to accept delivery 
from Service Bravo’s west-coast contract and in turn for Service Alfa to accept 
delivery for the Far East from Service Bravo’s U.S. gulf contract. A savings 
of $7,000 resulted. 

This information also led to a reevaluation by MPSA of the assignment of 
contracts between Services Alfa and Bravo in the U.S. gulf because of changes 
which had occurred in transportation costs since the time of original bid evalua- 
tions. This reevaluation led to further reassignment of contracts which will, 


barring subsequent changes in transportation costs, result in additional savings 
of $50,000. 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON 28 





B- 133313 
MAY 31 1960 


Honorable Sam Rayburn 
Speaker of the House of Representatives 


Dear Mr. Speaker: 


Enclosed is our report on review of supply management of elec- 
tronic supplies and equipment within the Department of Defense. 


Our review disclosed that inadequate coordination of electronics 
supply management activities among and between the military depart- 
ments is resulting in significant additional costs to the Government and 
is adversely affecting the efficiency and effectiveness of supply opera- 
tions. Unnecessary purchases and inadequate supply support are result. 
ing from the failure to consider and obtain needed items available and 
in long supply in other services; excessive costs and inefficient supply 
support are resulting from the failure to coordinate the various repair 
and overhaul activities of each service; and there is a costly duplica- 
tion and overlap of electronic supply management functions and organ- 
izations. 


We identified major electronic equipment and components valued’ 
at about $20 million which were required by the individual services to 
satisfy current needs and were available for transfer from the other 
services. We apprised appropriate officials, and as a result transfers 
of over $16 million were initiated or accomplished. These transfers re- 
sulted in the cancellation or suspension of procurement actions valued 
in excess of $3 million. 


Our review disclosed that electronic equipment valued at over 
$2.5 million was being, or was programed to be, repaired unnecessarily 
at estimated costs exceeding $680,000, when usable items were available 
and in long supply in the other services. We also noted that the services 
were not considering maintenance facilities and maintenance personnel, 
not being fully utilized in the other services, to overcome their repair 
backlogs. 
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We also found that unnecessary administrative costs are being in- 
curred because there are six independent organizations performing the 
game or similar stock-management functions. Combining of the organ- 
izations and functions could be expected to effect significant reductions 
in the present administrative costs which exceed $25 million annually. 


The existence of these deficiencies indicates that present efforts 
by the Department of Defense to coordinate electronic supply activities 
of the individual military services are inadequate. Accordingly, we are 
recommending to the Secretary of Defense that consideration be given 
to assigning the management of electronic supplies to an organization 
within the Department of Defense that will be given the necessary au- 
thority and responsibility to centrally manage all electronic equipment 
and supplies. The responsibilities and authorities assigned to the or- 
ganization managing electronics should include (1) authority to monitor 
the entry of new equipment into the supply system, (2) responsibility 
for reviewing, coordinating, and consolidating requirements, (3) re- 
sponsibility for all procurement, (4) responsibility for determining the 
depth and range of initial supporting spare parts for new items, (5) own- 
ership of all wholesale stocks including mobilization and production re- 
serve stocks, (6) control and management of maintenance programs, 

(7) storing and distributing supplies and equipment, and (8) disposing of 
materiel excess to the needs of the DOD. 


In commenting on our findings, the Acting Assistant Secretary of 
Defense (Supply and Logistics) advised us in a letter dated April 29, 
1960, that a study of the management of electrical/electronic materiel 
had been initiated in January 1960. He stated that it would be prema- 
ture and inappropriate to comment on our recommendation for central- 
izing the management of electronic supplies until the results of the 
study, scheduled for completion in November 1960, are known. 


In view of the significant potential for increasing the utilization of 
electronic supplies and equipment on hand within the Department of 
Defense as demonstrated by the results of our review, and in view of 
the extended period of time which will elapse until the results of the 
Department of Defense study are determined and corrective action is 
taken, we are suggesting to the Secretary of Defense that immediate 
interim measures be taken to obtain maximum utilization of electronic 
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materiel under existing conditions. This course of action could be in 
the form of establishing a temporary staff within the Department of 
Defense to monitor electronic supply actions of each service and direct 
interservice transfers where appropriate. 


This report is also being sent today to the President of the Senate, 


Copies are being sent to the President of the United States and to the 
Secretaries of Defense, the Army, the Navy, and the Air Force. 


Sincerely yours, 


Comptroller General 
of the United States 


Enclosure 


rm 
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REPORT ON REVIEW 
OF 
SUPPLY MANAGEMENT OF 
ELECTRONIC SUPPLIES AND EQUIPMENT 
WITHIN THE 
DEPARTMENT OF DEFENSE 


The General Accounting Office has made a review of supply man. 
agement of electronic supplies and equipment within the Department 
of Defense. This review was primarily directed toward determin.. 
ing the adequacy of coordination among and between the military 
services on electronic supply matters, the existence and extent of 
duplication and overlapping of supply organizations and functions 
among and between the military services, and the applicability of 
single agency management to supply activities common to two or 
more military services. The review encompassed all major supply 
management functions related to selected radio, radar, telephone 
and teletype systems, and their components and spare parts in the 
Army, Navy, Air Force, and Marine Corps. Our review, which was 
completed on February 29, 1960, was made pursuant, to the Budget 
and Accounting Act, 1921 (31 U.S.C. 53) and the Accounting and Av- 
diting Act of 1950 (31 U.S.C. 67). The scope of our review is 


shown on page 67. 


INTRODUCTION 
The military services manage over 675,000 electronic items 
categorized as Federal Supply Groups 58 (Communication Equipment) 


and 59 (Electrical and Electronic Equipment Components) which are 
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principally comprised of radio, radar, telephone and teletype sys- 
tems, and their components and spare parts, These groups involve 
inventories exceeding $2.5 billion and annual procurements of ap- 
proximately $1.5 billion. Each service independently determines 
4ts requirements for electronic systems and spare parts, maintains 
procurement responsibility and stores, repairs, and distributes 
electronic supplies and equipment to users. A limited degree of 
y man- coordination exists among and between the services through infor- 
tment | mal single procurement assignments for selected electronic systemg 
ming - and their major components and through an interservice supply sup- 
ry port program which is intended to provide for the transfer of con- 


mt of mon items in long supply in one service and needed by another serv- 
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HIGHLIGHTS 

Inadequate coordination of electronics supply management ac. 
tivities among and between the military departments is resulting 
in significant additional costs to the Government and is adversely 
affecting the efficiency and effectiveness of supply operations 
within the Department of Defense (DOD). Unnecessary procurements 
and inadequate supply support to using units are resulting fromthe 
failure to obtain needed items available in other services; ex. 
cessive costs and failures in providing supply support are result- 
ing from the failure to coordinate maintenance programs conddbeak 
by each service; and supply management functions and facilities 
are unnecessarily duplicated. 

The Department of Defense has endeavored to increase the de- 
gree of coordination and integration of supply activities among 
and between the individual services and, as a result, improve- 
ments have been made in electronics supply management in recent 
years. The program for assigning the procurement function for 
certain common electronic items to the individual services appears 
to have been beneficial. Nevertheless, our review has disclosed 
that serious weaknesses in electronics supply management still 
exist. 

Our findings and recommendations are summarized below and are 
discussed in detail in the following sections of the report. 
UNNECESSARY PURCHASES AND INADEQUATE 
SUPPLY SUPPORT WHEN NEEDED ITEMS ARE 
IN LONG SUPPLY IN OTHER SERVICES 

The failure of the individual military departments to utilize 


supplies available in the other military departments is resulting 
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in unnecessary expenditures and is precluding maximum supply ef- 
ficiency. We identified major equipment and components valued at 
about $20 million which were required by the individual services 
to satisfy current needs and were available for transfer from the 
other services. We apprised appropriate officials of these condi- 
tions, and as a result transfers of over $16 million were initi- 
ated or accomplished and the remaining $4 million of potential 
transfers are presently under consideration. The transfers that 
have already been initiated have resulted in the cancellation or 
suspension of procurement actions valued in excess of $3 million. 
These results of our selective review, when contrasted with only 
$4.7 million in transfers of both major and minor electronic items 
which were effected under the DOD's interservice supply support 
program during the year ended December 31, 1959, demonstrate that 
the need exists for improving the utilization of assets and in- 
creasing the efficiency and effectiveness of supply operations. 
(See p. 17-) 

——— COSTS AND INEFFICI“NT SUPPLY SUPPORT 
JLT_ OF FAILURE TO COORDINATE REPAIR AND 
OVEREAUL CTIVITIES 


Electronic items are being repaired unnecessarily because of 





the failure to utilize serviceable items available in the other 
services, and items are being uneconomically repaired because of 
the failure to coordinate repair and overhaul activities. Our re- 
view disclosed that electronic equipment valued at over $2.5 mil- 
lion was being, or was programed to be, repaired or overhauled at 
an estimated cost exceeding $680,000 when serviceable items were 


in long supply in the other services and available for transfer. 
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Furthermore, the services are not considering maintenance facili. 
ties and maintenance personnel,not fully utilized in the other 
services, to overcome repair and overhaul backlogs. For example, 
the Air Force was planning to contract for the repair of elec- 
tronic items to alleviate repair backlogs, while at the same time 
an Army depot was not fully using its maintenance facility or its 
maintenance personnel. We apprised appropriate officials of this 
condition, and as a result arrangements were made for Air Force 
items to be repaired by the Army at savings to the Government in 
excess of $187,000. In addition, items are being repaired in 
small quantities in one service while the other services are cur. 
rently repairing the same items in larger quantities which are 
susceptible of the more economical production-line technique. 
(See p. 37.) 


COSTLY DUPLICATION AND OVERLAPPING OF SUPPLY 
MANAGEMENT FUNCTIONS AND ORGANIZATIONS 


Uneconomical and inefficient operations are resulting because 
of the duplication and overlapping of electronic supply management 
functions and organizations among the military departments. Un- 
necessary administrative costs are being incurred because there 
are six independent organizations performing the same or similar 
stock-management functions. Consolidation of these organizations 
could be expected to effect significant reductions in the present 
administration costs which exceed $25 million annually. In addi- 
tion, failures in supply support and unnecessary costs occur 4&8 a 
result of independent determinations of the type and quantities of 


spare parts needed initially to support the same electronic items 
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used by two or more services; electronic systems are unnecessarily 
entering the supply systems because of failures to combine or re- 
late similar operational requirements; and the duplication or over- 
lapping of storage and distribution functions is costly and unnec- 
essary. (See p- +7.) 

Qver-all conclusions and recommendations 

The existence of these deficiencies indicates that present 
efforts by the Department of Defense to coordinate electronic sup- 
ply activities of the individual military services are not effec- 
tive and that corrective action is essential. Accordingly, we are 
recommending to the Secretary of Defense that consideration be 
given to assigning the management of electronic supplies to a cen- 
tral organization within the Department of Defense. 

We are further recommending that the responsibilities and au- 
thorities assigned to the central organization include (1) author- 
ity to monitor the entry of new equipment into the supply system, 
(2) responsibility for reviewing, coordinating, and consolidating 
requirements, (3) responsibility for all procurement, (4) respon- 
sibility for determining the depth and range of initial supporting 
spare parts for new items, (5) ownership of all wholesale stocks 
including mobilization and production reserve stocks, (6) control 
and management of maintenance programs, (7) storing and distribut- 
ing supplies and equipment, and (8) disposing of materiel excess 
to the needs of the DOD. 

In commenting on our findings, the Acting Assistant Secretary 
of Defense (Supply and Logistics) advised us in a letter dated 


April 29, 1960 (appendix B), that a study of the management of 
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electrical/electronic materiel had been initiated in January 1960 
and is scheduled for completion in November 1960. He stated that 
it would be premature and inappropriate to comment on our recommen. 
dation for centralizing the management of electronic supplies un. 
til the results of the study are known. 

In view of the significant potential for increasing the uti- 
lization of electronic supplies and equipment on hand within the 
DOD as demonstrated by the results of our review, and in view of 
the extended period of time which will elapse until the results 
of the DOD study are determined and corrective action is taken, we 
are suggesting to the Secretary of Defense that immediate interin 
measures be taken to obtain maximum utilization of electronic ma- 
teriel under existing conditions. This course of action could be 
in the form of establishing a temporary staff within the Depart- 
ment of Defense to monitor electronic supply actions of each serv- 
ice and direct interservice transfers of materiel where appropri- 


ate. (See p. 64.) é 
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BACKGROUND 

The Army, Navy, Air Force, and Marine Corps independently man- 
age the procurement, storage, maintenance, and distribution of 
electronic supplies and equipment determined to be necessary for 
the accomplishment of assigned missions. This supply management 
involves (1) the determination and procurement of the number of 
electronic systems needed or required, (2) the procurement of 
spare parts required to maintain new electronic systems for an in- 
itial period of time (provisioning), (3) the determination and 
procurement of items required for follow-on support, and (4) the 
storage, maintenance, and distribution of supplies on hand. 

Defense-wide, there are 12 organizations involved in determin- 
ing requirements, procuring, positioning, and distributing elec- 
tronic systems, their major components, repair parts and minor 
secondary items; 17 depots at which wholesale stocks of electronic 
items are stored; and 33 repair and/or overhaul facilities for 
electronic items. 

The Department of Defense has recognized the need to reduce 
supply costs and increase supply effectiveness by eliminating du- 
plication in the supply activities of the military departments. 
Certain programs have been instituted, often at the urging of the 
Congress and other informed groups, to integrate and coordinate 
selected supply activities, The programs applied to electronic 
items include conversion to the Federal catalog system, interserv- 
ice transfer of materiel under the Interservice Supply Support Pro- 
gram, and the formal assignment of single department procurement 


responsibility for electron tubes to the Air Force. In addition, 
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voluntary interdepartmental purchasing agreements have been made 
whereby one service has informally assumed the purchasing actiyi. 
ties related to an electronic system used by two or more services, 
The military services are presently implementing procedures to 
formalize these agreements in accordance with a memorandum issued 
by the Deputy Secretary of Defense in November 1958. 

The interservice supply programs and the supply organizations 
and activities of each military service are discussed in more de. 
tail in the following sections: 

Federal Catalog Program 

Over past years an enormous number of new items came into the : 

military supply systems andeach military service had its own pecul- 


4ar method of identification, classification, and numbering for : 


items of supply. The lack of uniformity in identification re- 
sulted in an inability to correlate the needs for those items ( 
which were common with another service, Consequently, the Depart- 


ment of Defense was directed by the Congress in 1952 to establish 


a catalog program which would provide for furnishing a single name, f 

identification, classification, and stock number for each item I 

stocked by the military departments. The Department of Defense | b 

has developed and adopted the Federal Supply Classification under | 

the Federal Catalog Program. The catalog is composed of 75 Fed- 

eral Supply Groups (FSG's) and approximately 535 Federal supply q 

classes (FSC's). There are approximately 3-1/2 million active sup- : 

ply items used by the military services which are listed in the : 
01 


catalog. About 675,000 represent different electronic items in 
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federal Supply Groups 58 and 59 of which 16 percent had been iden- 
tified as being common with another service or services, 
Interservice Supply Support Program 

The Department of Defense established the Interservice Supply 
Support Program (ISSP) in July 1955 in an attempt to attain the 
greatest use of available materiel within the military departments. 
Under the program, one military service or agency provides supplies 
and related services to another military service or agency if it 
has stocks on hand or if it usually performs the services, It is 
intended to improve the positioning of stocks and balance invento- 
ries, to prevent concurrent buying and selling by the departments, 
and to reduce backhauling and crosshauling of materiel, The iden- 
tification of items which can and should be transferred among and 
petween the services is almost completely dependent upon the Fed- 
eral Supply Numbers (FSN's) assigned to items under the Federal 
Catalog Program. 

A summary of interservice transfers effected under the ISSP 
for FSG's 58 and 59 (electronic materiel) as reported by the Armed 
Forces Supply Support Center follows for the year ended Decem- 
ber 31, 1959: 


Types 
of 
Transferor items ount 
United States Army Signal Supply Agency 6,005 $1,734,497 
Navy Electronics Supply Office 3,252 1,032,900 
Navy Aviation Supply Office 93 28,300 
Marine Corps Supply Activity 378 87,042 
Rome Air Materiel Area 857 1,347,016 
Dayton Air Force Depot 115 405,522 
Other 303 127,473 
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s e rtment curement Assignments 

The Department of Defense has established a system of &ssign- 
ing the procurement function for selected items within Federal gyp. 
ply classes to one particular military service. This service is 
responsible for procuring these assigned items for the entire De. 
partment of Defense. The single procurement assignment process 
provides for all users to place requests with the single procure 
ment authority, who in turn will make consolidated purchases, In 
the electronics area only one such assignment has been made to 
date. This assignment was made by the Assistant Secretary of De 


fense (Supply and Logistics) on August 3, 1959, and includes common 
electron tubes in FSC 5960. The implementation of this assignment 


became effective on March 31, 1960. 

In addition, voluntary agreements to accomplish consolidated 
procurements, as opposed to formal single procurement assignments, 
have been entered into in the electronics area by supply activi- 
ties of the various services. The service which has developed a 
new electronic system usable by two or more services assumes, 
through a “gentlemen's agreement," the single procurement respon- 
sibility for the item, The other users of the item generally com 
ply with this informal arrangement, 

Military Interdepartmental Purchase Requests (MIPR's) are doe 
uments executed by the requiring service as a request for supplies 
to be purchased by the procuring service, According to Department 
of Defense records, approximately 27,000 MIPR*s were placed for 
the procurement of electronic items valued at about $79 million 


during fiscal year 1959. 
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S ctions within the Office 
sp ee err of Defense 


— The Office of the Assistant Secretary of Defense, Supply and 
=a Logistics (OASD/S&L) formulates broad policy guidance for the de- 
” termination of requirements for major end items; appraises the 
boas feasibility of strategic plans with respect to the evailability of 
i materiel, end items, components and support; reviews and analyzes 
om requirements for end-item production programs; recommends assign- 
in nent of procurement responsibilities among the military depart- 
" ments; coordinates supply activities of the services in an attempt 
a to minimize umnecessary duplication of effort and expenditure; de- 
— vises policies and systems for procurement and production programs; 
nena and prescribes a single catalog system and standardization program. 
The staff in the OASD/S&L is organized in accordance with these 
atte functions, each of which is concerned with ell commodity areas, 
iu The Assistant Secretary has been delegated the authority to 
ae act for the Secretary of Defense with respect to the administra- 
gs tion and operation of the Armed Forces Supply Support Center 
i (AFSSC), The AFSSC is a joint center of the military services es- 
_— tablished for the purpose of (1) promoting and coordinating inte- 
wee grated supply management among the military services concerned 
with common materiel, (2) providing the most effective and econom- 
“are ical administration of certain common supply functions of the mil- 
en itary services, and (3) developing means for the elimination of 
Wi any undesirable inconsistency, duplication,and overlapping among 
ee: supply operations of the military services. The Center is specif- 
lion 


ically precluded from engaging in the determination of materiel 
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requirements or in procurement, inventory control, storage, or dis. | 
tribution operations. The Center administers the Federal Catalog 
Program, the Defense Standardization Program, and the Defense Mate. 
riel Utilization Program and conducts assigned study projects of a 


supply nature. 


Electronics supply management in | 
he Department of the Army ' 


The Signal Corps has responsibility for the supply of elec. 
tronic equipment within the Army. The U.S. Army Signal Supply 
Agency (USASSA) is the stock-control point for Signal Corps equip: 
ment and supplies and has the further responsibility for awarding 
and administering supply contracts for the Signal Corps. Accord. 
ing to Army records, USASSA has responsibility for managing 
124,700 electronic items having an inventory value of $642 million 
as of September 30, 1959. USASSA awarded production contracts for 
electronic items amounting to $150 million and issued electronic 
materiel having a value of $250 million during the fiscal year 
ending June 30, 1959. 

The four Signal Corps Depots (Decatur, Lexington, Sacramento, 
and Tobyhanna) receive, store, and issue Signal general supplies, | 
including electronic items, to installations both within the con | 
tinental United States and overseas. These four depots also have 
stock responsibility for Signal Corps items stored at the Fort 
Worth, Atlanta, and Utah General Depots. In addition, the Signal 
Corps Depots and the Signal Supply Section of the Fort Worth Gen 


eral Depot repair and maintain electronic equipment. 
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Electronic su ly management in the 
pleotteeatof the Air Force 

The Air Materiel Command has been assigned responsibility 
within the Air Force for providing over-all logistics support, 

The main supply elements of the Air Materiel Command are the Air 
Materiel Areas (AMA's) and the Dayton Air Force Depot (DAFD). The 
AMA's and DAFD provide logistics support for assigned commodities 
or weapons systems on a world-wide basis. 

Prime supply responsibility for airborne radio communication 
equipment, airborne search and navigation radar equipment, and re- 
lated electronic parts has been assigned to DAFD. Prime supply re- 
sponsibility for ground communications and electronic system compo- 
nents and parts has been assigned to Rome Air Materiel Area 
(ROAMA). These supply organizations have responsibility for budg- 
eting, forecasting requirements, initiating purchase requests, and 
handling the receipt, storage, issue, maintenance, and disposal of 
supplies for the assigned electronic commodities. 

According to Air Force records, ROAMA and DAFD had respon- 
sibility for managing 373,318 electronic items having a total in- 
ventory value of 4667 million as of September 30, 1959. ROAMA and 
DAFD awarded production contracts for electronic items amounting 
to approximately »688 million and issued electronic materiel hav- 
ing a value of 4613 million during the fiscal year ending June 30, 
1959.6 


Electronic Supply management in 
the Department of the Navy 


The Bureau of Supplies and Accounts is basically responsible 


for the management of the Navy's 14 inventory control points, 
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known as supply demand control points (SDCP's). Each SDCP has ro. 
sponsibility for the management of one particular category of mate. 
riel. Electronic items are carried under several categories and 
thus are managed by more than one SDCP. In managing materiel, the 
SDCP's are responsible for the forecast of requirements, procure. 
ment, distribution and redistribution, and disposal of the mate- 
riel under their cognizance. Each SDCP looks to a parent tech- 
nical bureau such as the Bureau of Naval Weapons or Bureau of 
Ships for guidance in technical matters pertaining to its particy. 
lar materiel area, as well as to the Bureau of Supplies and Ac- 
counts for guidance relating to the performance of its supply func. 
tions. The SDCP's do not stock or physically distribute materiel]; 
rather, they exercise over-all inventory control through stock ste. 
tus and inventory reports received from the Navy stocking activi- 
ties. Although the organization of the Navy supply system has 
given the SDCP's responsibility for the majority of the line items 
in the Navy supply system, the technical bureaus retain management 
control over certain major equipment and components with a con- 
siderable dollar value. 

The Navy stocking activities, in which the inventory of the 
Navy supply system is stored and from which it is issued, are also 
under the management control of the Bureau of Supplies and Ac- 
counts. The Navy attempts to pre-position its inventory at supply 
locations where it will be required. For example, supply depart- 
ments are maintained at the 12 naval shipyards to support vessel 


construction, conversions, and overhauls conducted at the 
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shipyards; additional supply departments are operated at naval air 
stations to support aircraft materiel requirements, 

According to Navy records, the Navy supply system included ap- 
proximately 272,000 electronic items valued at about $1.1 billion 
at September 30, 1959. During the fiscal year ended June 30, 1959, 
the Navy awarded production contracts for electronic items amount- 
ing to approximately $514 million and issued electronic materiel 


valued at over $703 million. 


Electronic supply management in 
the Marine Corps 


Management of all materiel in the Marine Corps, including 
electronic items, is performed by two supply inventory control 
points. Marine Corps Headquarters, Washington, D.C., sees as in- 
ventory manager for major end items, major components, and a few 
stock-fund items. Marine Corps Supply Activity (MCSA), Philadel- 
phia, manages all other stock-fund items which include all repair 
parts, minor end items, and maintenance supplies. 

According to Marine Corps records, the two inventory control 
points managed about 71,000 electronic items having an inventory 
value of $109 million as of September 30, 1959. — the fiscal 
year ended June 30, 1959, the Marine Corps procured electronic 
materiel valued at approximately $51 million and issued electronic 
materiel valued at $23 million, 

The Marine Corps supply system relies on two supply centers 
under the direction of the inventory managers, the Marine Corps 
Supply Center, Albany, Georgia, and the Marine Corps Supply Center, 
Barstow, California, Wholesale stocking and major overhaul of re- 


pairable materiel is accomplished at these supply centers, 
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FINDINGS AND CONCLUSIONS 

Inadequate coordination of electronics supply management ac. 
tivities among and between the military departments is resulting 
in significant additional costs to the Government and is adversely 
affecting the efficiency and effectiveness of supply operations 
within the Department of Defense. Unnecessary procurements and in. 
adequate supply support to using units are resulting from the fai}. 
ure to obtain needed items available in other services; excessive 
costs and failures in providing supply support are resulting fron 
the failure to coordinate maintenance programs conducted by each 
service; and supply management functions and facilities are unnec. ) 
essarily duplicated. 

Our findings and recommendations are discussed in detail in 
‘the following sections of the report. 


UNNECESSARY PURCHASES AND se SUPPLY SUPPORT 
CES 


The failure of the individual military departments to utilize 





supplies available in the other military departments is resulting 
in unnecessary expenditures and is precluding maximum supply offi- 
ciency. We identified major equipment and components valued at 
about $20 million which were required by the individual services 
to satisfy current needs and were available for transfer from the 
other services, We apprised appropriate officials of these condi- 
tions, and as a result transfers of over $16 million were initiated =. 
or accomplished and the remaining $4 million of potential trans- ‘ 
fers are presently under consideration. The transfers that have 


already been initiated have resulted in the cancellation or 
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suspension of procurement actions valued in excess of $3 million. 
These results of our selective review, when contrasted with only 
$4.7 million in transfers of both major and minor electronic items 
which were effected under the DOD's interservice supply support 
program during the year ended December 31, 1959, demonstrate that 
the need exists for improving the utilization of assets and in- 
creasing the efficiency and effectiveness of supply operations. 

The need for improvement in the management of electronic sup- 
plies is clearly demonstrated by the following examples of many in- 
stances we noted during the course of our review where no action 
was being taken to identify and transfer electronic items available 
in one service to another service having a need for then. 

Air Force held —- Supplies of AN/TRC-24 radios 
valued in excess 0 1 million 
atte Leni wag tn) sliort supply and procuring 

The Army is in a critically short supply position and is cur- 
rently buying, or planning to buy, at a cost of about $77 million 
major components of a transportable radio communication set 
(AN/TRC-24), although the Air Force has the same components valued 
at over $11 million on hand which have been excess to its known re- 
quirements since April 1958. There is also a possibility that an 
additional quantity of these components valued at about $22 mil- 
lion is on hand and in long supply in the Air Force and should, 
therefore, be made available to the Army to alleviate its critical 


supply position. (See p. 24.) 
The AN/TRC-24 is categorized into 13 component groupings for 
Supply support purposes. During the course of our review, we 


noted that the Army had on hand as of July 1, 1959, sufficient 
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assets to meet only approximately 50 percent of its large peace. 
time requirement for the basic component grouping (OA-1387/GRC) re. 
quired for equipment operation. The needs for the other 12 con 
ponent groups are based on the basic component grouping and are 


also in very short supply in the Army, Deliveries of seven compo. 
nent groupings are currently expected on a contract which was 


awarded in fiscal year 1958, and we were advised that contracts 
were to be awarded in May and June 1960 at an estimated cost of 
$11 million for varying quantities of the entire component group- 
ings. Further, the Army's projected procurement plans for fisca] 
years 1961 through 1964 provide for the purchase of the basic 04. 
1387/GRC component grouping, and varying quantities of the other 
groups, at costs estimated to be $66 million. Currently, the crit. 
ically short supply of the subject equipment has necessitated a 
deviation from the normal Army distribution procedure. The Chief 


Signal Officer is informing eligible organizations when specified 
items are available under a "planned distribution" procedure as 
opposed to the normal procedure whereby field organizations submit 


requisitions and obligations or dues-out are established by the 
supply control center. 


At the time of our review and concurrent with the critical 
shortage existing in the Army, the Air Force had assets on hand 
over and above its known requirements on 8 of the 13 component 
groupings at a value in excess of $11 million. Some of these lom 
supplies valued at $4,681,474 were actually being held in storage 
in Army depots for the Air Force in November 1959. 

We apprised both the Army and the Air Force of the above con- 


ditions, and as a consequence negotiations are currently being 
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conducted for the transfer of the following assets at no cost to 
the United States Army Signal Supply Agency: 


Air Force Total to be 
Component grouping Quantities unit price transferred 
OA-1675/GEC 713 $2,168 $ 1,545,784 
OA-1393/GRC 1,049 1,055 1,106,695 
OA=1387/GRC 336 953 3,138,2 
OA-1392/GRC 2,010 1,460 2,934,600 
OA-1394/GRC 639 1,998 1,276,722 
OA-1395/GRC 338 980 331, 240 
OA-1389/GEC 247 3,000 741,000 
OA-1398/GRC 283 880 249,040 
$11,323,321 


Navy aircraft carrier deployed lacki equipment 

The U.S.S. Hancock, a Navy aircraft carrier outfitted on the 
west coast, was deployed on August 26, 1959, with only 78 percent 
of its allowance for radio set AN/ARC-27 because of a shortage of 
the sets within the Navy supply system. At the same time, a nearby 
Army Signal Depot had sufficient unneeded quantities on hand in 
serviceable condition to fill the immediate needs of the aircraft 
carrier. 

At the time the aircraft carrier was outfitted and deployed, 
the Army had 1,438 AN/ARC-27 radio sets in its supply system, of 
which approximately 50 percent were in storage. The Sacramento 
Signal Depot in California had 131 AN/ARC-27's and 23 RT-178/ARC- 
27's, the major component of the AN/ARC-27, on hand ready for is- 
sue at this time, The U.S.S. Hancock was 17 items short of its 
allowance of 79 items at the time deployed. 

This situation demonstrates the adverse effects on operational 
or tactical readiness of the failure or inability of the military 


services to coordinate supply matters. 
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We advised the Navy of the Army's stock position in respect 
to the AN/ARC-27's, and at our suggestion the Army was contacted, 
On January 21, 1960, the Army notified the Navy that 51 service. 
able sets valued at $76,500 would be released immediately at no 


cost to the Navy. 


t 
a, 
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oa e ont tities valuet tn cxcoes of $754,000 
are in long su n Marine Corps 

The Army has insufficient stocks on hand to satisfy outstand- 
ing requisitions, current peacetime operating needs, or mobiliza- 
tion reserve requirements for seven electronic items while the Ma- 
rine Corps has quantities on hand of the same items, excess to 
their needs, valued at over $754,000. The available quantities of 
five of the equipments valued at over $654,000 have been excess to 
the Marines’ needs since December 1958. The items available, all 


of which can be used by the Army to partially satisfy its needs, 


are as follows: 


Description Quantity Value 
RT-66/GRC Receiver-transmitter 100 $ 50,400 
RT-68/GRC ° " 500 249,500 
CX 1065/G Cable assembly 1,145 174,967 
TA-264/PT Telephone set (TP-9) 850 150,450 
TA-207/P Switchboard signal assembly 25 20 , 600 
FRC-15 Radio set 4o 74,400 
vaC=6 prot F 24 33,880 


$754,197 


We apprised the Army of the Marine Corps excess stocks, and 
the Army asked the Marine Corps in January 1960 if it could fur- 
nish these items. The Army was subsequently advised that all of 
the items listed above could be released without cost and that 


they were in a ready-for-issue condition, 
Army needs items valued at over fe million 
which are in ong supply in e r Force 
The Air Force has significant quantities of radio, teletype, 


and telephone equipment valued at $5,225,401 which is excess to 


their known needs, while at the same time the Army needs the items. 
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The majority of the items were considered to be obsolete by the 
Air Force and were being removed from its system at the time or 
our review. The Air Force expects to generate additional excess 
quantities of these items as the using units receive new equipment 
and turn in the old. At the time of our review, the Air Force wes 
unaware of the Army's shortage, and the Army was unaware that the 
following items were available in the Air Force. 

AN/GRC-19 Badio set 

The Army had 38 outstanding requisitions or dues-out at Novep. 
ber 30, 1959, totaling 381 units. The Army was also over 4,000 
units short of its peacetime operating requirements at July 1, 
1959. At these same times, the Air Force had 178 units valued at 
$1,246,000, which were excess to its needs. 

AN/TTC-7 Telephone central office 

The Army was short 235 units of its peacetime requirements ag 
of July 1, 1959, and had dues-out for 13 units at November 30, 
1959. At the same time, the Air Force had 30 units valued at 
$1,314,000 which were excess to its needs. 

AN/GRC-26 Radio teletypewriter set 

The Army had requisitions on hand for 74 units and needed 
over 400 units to fill peacetime operation and Military Assistance 
Program requirements. At the same time, the Air Force had at 
least 64 units valued at $998,400 in excess of its needs. 

In addition to the above items, the Air Force had 14 other 
items valued at $1,667,001 excess to its needs, while at the same 
time the Army needed the items to satisfy outstanding requisitions, 


peacetime operating needs, or mobilization requirements. 
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Wwe informed the Army of these excesses, and it initiated ac- 
tion to obtain the items from the Air Force. The Air Force has 
subsequently informed the Army that a preliminary review of Air 
Force requirements indicates that certain of the equipments valued 
at about $2,037,612, which we identified, could be made available 
to the Army. It is expected that further reviews by the Air Force 
will result in the release of additional quantities of the items 
excess to their needs. 

Needed assets valued at over $25 million 
yunaccounte or in e r Force an e Navy 

Individual services are in a short-supply position on AN/TRC- 
24 radio sets and AN/APN-22/117 radar sets while other services 
have not accounted for assets valued at over $25 million which, if 
found, would be available to the services which are in short sup- 
ply. The Air Force has not accounted for AN/TRC-24's valued at 
over $22 million, while the Army is critically short of the item. 
In addition, the Navy has not accounted for AN/APN-22/117's valued 
in excess of $3 million while at the same time the Air Force needs 


and is procuring the same sets. 


AN/TRC-24 Radio sets 
The Army is in short supply of AN/TRC-24 radio sets and is 
planning the procurement of quantities of the sets valued at 


$77 million. We noted that the Air Force was in an excess posi- 


tion in respect to these sets (see p. 18) and in addition has not 


accounted for large quantities of the sets received. This under- 
statement, valued at over $22 million, is based on the difference 


between the recorded assets and the total assets which were bought 
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and entered into the Air Force supply system. These assets not ao. 
counted for are far in excess of the assets which reasonably coulg 
have been lost through taba, Any portion of the $22 million 
in assets, if located and accounted for, could be used by the Army 
to overcome its critical supply position and could also result in 
the cancellation of appropriate portions of its projected procure. 
ment plans. 

We apprised the Air Force of this condition and of the Army's 
needs. Air Force officials acknowledged that the quantity of 
assets unaccounted for is unreasonable and that steps will be 
taken to locate or account for the lost assets. They stated that, 
on the basis of the 1961-62 requirement computation study and the 
current world-wide inventory, they will make any additional assets 
reported available to the Army. 

AN/APN-22/117 Radar sets 

The Air Force received a negative reply from the Navy on No- 
vember 30, 1959, to a request for AN/APN-22/117 radar sets, al- 
though as many as 850 sets valued at $1,751,000 are on order and 
in excess of current needs in the Navy. Further, an additional 
745 sets valued at $1,534,700 are unaccounted for and are possibly 
available in the Navy supply system. 

The Navy stated its requirements for the AN/APN-22/117 radar 
set to be 6,592 units and its assets on hand or in use to be 5,548 
units, It is currently procuring 1,044 units at a total cost of 
$2,150,000 to satisfy these requirements. In addition, further 
procurement of 220 sets at a cost of $453,200 was planned in fis- 


cal year 1960 to fill an additional requirement. Consequently, 4 
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request from the Air Force on November 12, 1959, for the interserv= 
joe transfer of AN/APN-22 sets was refused on the basis of insuf- 
ficient assets. Accordingly, the Air Force subsequently submitted 
a request to the Navy, which procures this item for all services, 
to procure 125 sets from commercial sources, 

Our review disclosed that the quantities of AN/APN-22/117 ra- 
dar sets reported on hand by the Navy at Jume 30, 1959, were con- 
giderably understated. Only 5,548 units were accounted for by a 
world-wide inventory at June 30, 1959, although 8,448 units had 
peen received by the Navy prior to this date. The difference of 
2,900 units between reported inventory and supply system receipts 
4s far in excess of the number which reasonably could be expected 
to have been lost through normal attrition. Our review of Navy 
records disclosed that attrition amounted to only 1,451 units. In 
addition, we concluded that the world-wide inventory was under- 
stated by 704 units due to (1) the Navy's apparent failure to in- 
clude 681 units installed in aircraft and (2) the discovery of 23 
units by our audit teams, which were not included in inventory re- 
ports submitted by field organizations. Our disclosure of the ex- 
istence of these units should result in the availability of 704 
sets for interservice needs. The remaining 745 sets unaccounted 
for would also be available, if located, for interservice needs. 

In addition to the understatement of assets, we also found 
that the Navy's computation of requirements for the AN/APN-22/117 
was overstated by 146 units because of the failure to (1) adjust 
its computations to reflect all prior years' changes in applicable 


aircraft procurement programs and (2) consider the current and 
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planned operating inventory of aircraft equipped with the AN/Apy. 
22/117 radar set. 

In summary, the Navy (1) failed to include 704 units of the 
AN/APN-22/117 radar set in its inventory of assets on hand or in 
use, (2) failed to account for 745 units which are in excess of 
the number that could be reasonably expected to have been lost 
through attrition, and (3) overstated its needs by 146 units, 
Proper consideration of these conditions would have the net effect 
of reducing the Navy's over-all requirement to 6,446 units and in. 
creasing assets on hand, in use, or due in, to 8,041 units. This 
would result in making 1,595 units excess to the Navy's needs, 

We brought the above to the attention of Navy officials and 
were informed that the matters would be studied. In the meantime, 
they have canceled the proposed procurement of 220 sets valued at 
$453,200. The Air Force request that Navy procure 125 sets has 


not as yet been placed on contract. 
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Unnecessary procurement action and failure 
© provide su support to Marine Corps 
when neede ems were on hand and available 


n e avy 
The Navy had about 500 amplifiers (AM-598/U) on hand avail- 


able for redistribution at the time of receipt of a request from 
the Marine Corps for 368 of the amplifiers valued at about 
$149,700. The Navy, however, did not fill the request because it 
had incorrectly determined the number of amplifiers on hand and 
available. 

Upon establishing a requirement for 368 amplifiers, the 
Marine Corps Supply Activity (MCSA) contacted the Aviation Supply 
Office to determine whether the amplifiers were available in the 
Navy supply system, Because of an incorrect determination of the 
assets available in screening the request, the Marine Corps was 
notified that the amplifiers were not available in the Navy supply 
system. Subsequently, the Marine Corps submitted a Military Inter- 
departmental Purchase Request (MIPR) to the United States Army Sig- 
nal Supply Agency (USASSA) to obtain the 368 amplifiers. USASSA 
was in a position to provide the Marine Corps with 168 amplifiers 
which were on hand and was preparing to procure the other 200 from 
commercial sources at a cost of about $80,000, 

Our review of this matter disclosed that the Navy had about 
500 amplifiers on hand, which needed only minor modification to 
meet Marine Corps requirements. We immediately contacted USASSA 
officials and suggested that the contemplated procurement be can- 
celed since the Navy could furnish the needed amplifiers. The 


200 amplifiers were transferred to the Marine Corps, and, as a 











334 MILITARY SUPPLY MANAGEMENT 


result, savings of about $80,000 have been effected by precluding 


commercial procurement of the amplifiers. 


Air Force disposing of AN/UPM-8 radar 
test sets while Navy is buying 


The Navy's Aviation Supply Office had initiated action to Pro- 
cure 405 AN/UPM-8B test sets at an estimated cost of $364,095. at 
the same time the Air Force had +70 units excess to its needs on 
which surplus disposal action had been started. Subsequent to the 
development of firm procurement plans, and before initiation of 
procurement action, the Navy interrogated the Air Force as to the 
availability of 217 of these units. The Air Force's response 
stated that the materiel was no longer available in the Air Force, 

We reviewed Air Force records and contracted Air Force offi- 
cials and determined that +70 units of the AN/UPM-8 test set were 
excess to the Air Force's needs and that some of the items were in 
Air Force disposal channels. We also determined that the 
AN/UPM-8's could be modified, with existing kits available in the 
Navy, to AN/UPM-8B's. On the basis of our inquiries, the Air 
Force stopped all further disposal processing on the 470 units. 
The units have been transferred to the Navy with consequent sav- 
ings to the Government, after considering minor modification costs, 
of approximately $335,000 through cancellation of contemplated 
Navy procurement. 


rmy_ short on three types of electronic 
equipment while Navy had long supplies 


The Army was in a short-supply position for receiver trans- 
mitters (RT-66/GRC), radio sets (AN/VRC-8), and a control 
(AN/GRA-6) while the Navy had quantities of these items on hand 


for which it had no current requirement. We informed the Army 
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of our finding and on January 11, 1960, the Army brought the mat- 
ter to the attention of the Navy. 

As of February 4, 1960, the Navy had not replied to the 
army's request. We thereupon reviewed the Navy's records with 
Wavy personnel, and they concurred that the following equipment 


was excess to the Navy's needs. 


Equipment Units Value 

AN/GRA-6 114 $ 29,982 
AN/VRC-8 7 82,950 
RT-66/GRC 24 13,080 


217 $126 ,012 
However, at the time of our review the Navy had not agreed to 
release the equipment pending a further study of the matter. 


Teletype systems (CF-2B) needed by Na 
while Army excesses 


The Navy's Bureau of Ships needed 25 CF-2B teletype systems 
while the Army had 215 of the systems in serviceable condition 
which were excess to its needs. As a result of our efforts, the 
Army is transferring 25 of the systems to the Navy thereby fore- 
stalling potential procurement and repair costs of $108,000, 

Our review disclosed that the Bureau of Ships had require- 
ments for 25 CF-2B teletype systems. Responsible officials in- 
formed us that four systems were urgently required while only two 
systems, both in need of repairs, were available. The Navy planned 
to repair these two systems, at an estimated cost of $8,000, to 
fill two of its four urgent requirements. 

We determined that the Army had 215 CF-2B's in stock in a 
ready-for-issue condition but had no requirement for them. We dis- 


cussed this matter with Army officials, and they agreed to transfer 
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25 CF-2B systems to the Navy on a nonreimbursable basis. We aq- 
vised the Navy accordingly and were subsequently advised that it 
had requisitioned the 25 CF-2B systems from the Army. 

As a result of this transfer, the Navy will not be requireq 
to expend the $8,000 necessary to repair the two CF-2B's it has in 
stock. Further, had this transfer not been consummated, the Navy 
might have subsequently been forced to fill its remaining CF-2p re. 
quirements from commercial sources at an estimated cost of 
$100,000. Therefore, this transfer has resulted in probable say. 


ings to the Government of about $108,000. 


Army and Na rocurl components of 
eA radio when Air Force is 
n_ long supply 


The Air Force, which procures these items for all services, 
was in the process of awarding contracts during November 1959 in 
amounts totaling $710,637, to comply with requests submitted by 


the Army and Navy for the following AN/GRC-27 radio set components; 


Item Quantity Price 

T-217A/GR radio transmitters 90 $374,310 
R-278b radio receiver units 71 223,508 
MD-129a modulators 71 112,819 
Total $710,637 


During the course of our review of these items, we determined that 
the Air Force had ample long supplies of these items in a repair- 
able condition to satisfy the Army and Navy needs. We requested 

the Air Force to suspend further procurement action and inquire of 
the Army and Navy as to their willingness to accept the repairable 


items in lieu of new procurement. 
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The Air Force apprised the Army and Navy of the availability 
of the repairable items and also informed them that it was willing 
to repair the items if reimbursed for costs of repairs or modifi- 
cations. As a result, the Army and Navy agreed to accept the re- 
paired items. The total repair and modification costs will approx- 
imate $111,000; therefore, the acceptance of repaired or repair- 
able items resulted in net savings to the Government of about 


$600,000. 
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Na erroneous] lanned procurement of 
requirement determination and a failure 
Oo Obtain excess sets from the Air Force 

The Navy was planning to procure 223 AN/ARC-38 radio sets in 
fiscal year 1960 at a cost of $1,784,000 without coordinating its 
needs with other services, We determined that the Air Force had 
seven new sets and a quantity of spare parts on hand which were yp. 
needed. These sets, valued at more than $56,000, had been excegg 
to the Air Force's needs for more than a year and could have been 
made available to the Navy. Further, our detailed review of the 
Navy's recorded requirements for the radio set disclosed that its 
needs were overstated by at least 113 units, 

We brought the erroneous requirement determination and the ex. 
istence of the excess units available in the Air Force to the at- 
tention of Navy officials on December 22, 1959. The Navy agreed 
to reexamine its requirement computation and suspend all planned 
procurement action. Subsequently, we were informed that the 
planned fiscal year 1960 procurement of 223 sets valued at 
$1,784,000 had been canceled and that a request was sent to the 
Air Force for the transfer of the seven excess sets to the Navy, 
Navy had procured components of the AN/ARA-25 
radio set while Air Force had long supplies 

The Navy was in short supply and procuring various components 
of the AN/ARA-25 airborne navigation system while at the same time 
the components were available in long supply in the Air Force in 
sufficient quantities to satisfy the Navy's immediate requirements, 

The Navy had contracted for various components of the AN/ARA- 


25 under contract NOas 59-0321-A on May 25, 1959, in the amount 
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of $235,000. Included in this contract were 331 units of the AM- 


608 component and 654 units of the AS-578 component. At the time 
the contract was awarded, the Air Force had available and in stock 
150 units of the AM-608, 1,223 units of the AS-578, and various 
other components which were in excess of needs. These items had 
been excess to Air Force needs since November 1958. 

Upon being apprised in November 1959 of the availability of 
these and other components of the AN/ARA-25, officials of the Navy 
informed us that had the existence of the Air Force excesses been 
known the procurement would not have been initiated. However, we 
were further informed that termination or reduction of the units 
under contract was no longer practicable inasmuch as changes in the 
contract at this late date would be inequitable to, and cause ill 
will with, the contractor. As a result of our disclosure, the Navy 
did request from the Air Force on a no-cost basis 63 complete AN/ 
ARA-25 radio sets and 1,941 components valued at approximately 
$490,000. The 63 complete sets will be used to satisfy a Coast 
Guard requirement for 50 sets and a military assistance program 
need for 13 sets. As a result, planned procurement! by the Navy 
for 63 of the complete sets at an estimated cost of $41,769 was 
canceled. 

Qther examples 

In addition to the above instances of failure of the individ- 
ual services under present coordination procedures to recognize 
and effect transfers where appropriate, our review disclosed 15 
other instances in which materiel valued at over $500,000 should 


have been transferred. We informed appropriate officials in the 


services of these cases, and materiel valued at $331,633 has been 
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transferred and procurement actions totaling $12,818 were canceled, 
The transfers of the remaining items were still under study by the 
services at the time of our review, 

Conclusion 

The above examples of failures to coordinate materiel manage. 
ment within the DOD have demonstrated that the present Intersery. 
ice Supply Support Program (ISSP) is inadequate for the purpose of 
assuring that unnecessary procurement actions are not taken; that 
maximum utilization of materiel on hand is attained; and that the 
necessary degree of supply support is provided. The Armed Forces 
Supply Support Center reported that the DOD interservice supply 
program resulted in the interservice transfer of major and minor 
electronic items (FSG's 58 and 59) valued at only $4,762,750 in 
the year ending December 31,.1959. In contrast, our review of se- 
lected major electronic equipment alone, during the 5-month period 
ending February 29, 1960, disclosed that items in long supply val- 
ued at about $20 million were not identified and transferred to 
other services needing the items. 

We believe that an interservice supply support program is an 
interim measure at most and will never result in the degree of m- 
teriel utilization which is possible and desirable within the DOop. 
Adequate coordination of the supply activities of the four individ- 
ual services would require that each be intimately familiar with 
the supply systems of the other services as well as being knowl- 
edgeable on a regular and current basis with the inventory, re- 
quirements, procurements, status, and location of every similar 


and common item in the supply systems of the other services, In 
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the electronic area, where hundreds of thousands of items are used 
py each of the services, this task is of such magnitude and com- 
plexity that the desirable degree of coordination is all but impos- 


gible under the interservice supply support program. 
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EXCESSIVE COSTS AND INEFFICIENT SUPPLY SUPPORT 
AS A RESULT OF FAILURE TO COORDINATE REPAIR 


AND OVERHAUL ACTIVITIES 


Electronic items are being repaired unnecessarily due to the 








failure to utilize serviceable items available in the other sery. 
ices, and items are being uneconomically repaired due to the fai}. 
ure to coordinate repair and overhaul activities. Our review dis. 
closed that electronic equipment valued at over $2.5 million was 
being, or was programed to be, repaired or overhauled at an esti. 
mated cost exceeding $680,000 when serviceable items were -in long 
supply in the other services and available for transfer. Further. 
more, the services are not considering maintenance facilities and 
maintenance personnel, not fully utilized in the other services, 
to overcome repair and overhaul backlogs. For example, the Air 
Force was planning to contract for the repair of electronic items 
to alleviate repair backlogs while at the same time an Army depot 
was not fully using its maintenance facility or its maintenance 
personnel. We apprised appropriate officials of this condition, 
and as a result arrangements were made for Air Force items to be 
repaired by the Army at savings to the Government in excess of 
$187,000. In addition, items are being repaired in small quanti- 
ties in one service while the other services are currently repair- 
ing the same items in larger quantities which are susceptible of 
the more economical production-line technique. 

Marine Corps repairing electronic items 


when serviceable items in long supply 
are available in the other services 





The Marine Corps is repairing, or has scheduled for repair, 


electronic equipment valued at $1,150,775, in fiscal years 
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1960 and 1961, which is in long supply and available in the Army 


’ or Air Force. The Marine Corps estimates the repair costs for 


the these items to be $287,474. 
TV- The quantities, value, and estimated repair costs of the 
‘ail- items programed by the Marine Corps in fiscal years 1960 and 1961, 
dis- which are available for transfer from the Army or Air Force, are 
yas as follows: 
sti- Quantity 
scheduled Estimated 
Long Equipment for repair Value repair costs 
ther- BC-312 12 $ 5 ,868 $ 1,884 
y SCR-399 10 99,100 21,686 
ands! AN/GRA-11 38 3,192 760 
RD-54/TP 2 13,020 2,996 
es, GN-58A 99 19 ,800 6,894 
AN/MPQ-10A 2 260,000 30,426 
ir AN/TCC-3 1 6,300 788 
RT-175/PRC-9 39 20,475 4,836 
tems RT-70/GRC 70 28 ,420 8,960 
RT-70/GRC 157 53,223 16,956 
lepot RT-70A/GRC 130 42,640 16,640 
RT-196/PRC-6 34 6,800 2,584 
ice AN/GRC-9GP 102 128 ,520 53,958 
Tan 324 ~ = a 
Lon RT-77/GRC-9 ’ , 
, PU-181A/PGC oh 10,080 2,544 
> be AN/T1Q-2A (note a) 31 29 ,884 6,014 
of $1,150,682 $287,439 
anti- ®available from the Air Force; all others available from the Army, 
I 
— We discussed the repair plans for each of these items with 
f 
~ Army officials and were informed that the Army would be willing to 
transfer all of the first seven of the items in serviceable condi- 
tion to the Marine Corps at no cost. The total value of these 
items is $400,980, and timely transfer could have prevented the un- 
air, 


necessary expenditure of $64,646 in estimated repair costs. Army 
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and Air Force officials further stated that the remaining items 
valued at $749,702 could be transferred on a reimbursable basis, 
In this respect, Army officials have stated that they would agree 
to an arrangement whereby serviceable equipment would be provided 
to the Marine Corps if the Army were reimbursed for repair costs 
and would receive in exchange the Marines' unserviceable assets, 
The Army would then repair the unserviceable items only when ang 
if needed. Consequently, coordination of repair programs within 
the Department of Defense in this case could have avoided the un- 
necessary expenditure of at least $64,646 and as much as $287,439, 
in. the anticipated costs of repair. 


439, 
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Radio sets unnecessarily repaired or scheduled 
or repair, at costs exceedin » 
wher military services ©. |. 

The Army, Navy, and Marine Corps are repairing, or plan to re- 
pair, AN/PRC 8, 9, and 10 radio sets at estimated costs exceeding 
$400,000 when sufficient serviceable stocks valued at about 
$1,296 ,000 are unneeded and available in the other military serv- 
ices. 

During the course of our review, we noted that the Army had 
1,164 AN/PRC-8 radio sets scheduled for repair while the Navy had 
932 serviceable sets available for transfer which were excess to 
its needs. We brought this to the attention of Army and Navy 
officials, and the Navy agreed that sets could be made available 
for transfer on a reimbursable basis. However, funds were not 
available in the Army with which to make the reimbursement. At 
the same time, the Navy Bureau of Ships was planning to repair 
AN/PRC-10 radio sets when the Army had serviceable sets available. 
In view of the funding problem, it was agreed to exchange the sets 
on some equitable basis to avoid the unnecessary expenditure for 
repair costs. As a result, the Navy exchanged 550 serviceable 
AN/PRC-8 sets valued at about $308,000 for 550 Army AN/PRC-10 sets 
valued at about $280,000. The transfer of these sets will reduce 
repair costs in the two services in fiscal year 1960 by approxi- 
mately $214,000. In addition, a possibility exists that 382 other 
AN/PRC-8 sets valued at about $142,000 can be transferred to the 
Army with potential savings in repair costs of $44,000. 

The Marine Corps is also repairing, or has plans to repair, 


1,012 AN/PRC-10 radio sets while 536 serviceable sets valued at 
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about $203,000 are available in the Air Force and the Navy Bureay | 
of Weapons. At our suggestion, the Marine Corps has taken steps : 
to obtain the sets from the Navy and Air Force. Accordingly, 

about $80,000 of its proposed repair program can be curtailed, ' 

The Marine Corps has also scheduled 573 AN/PRC-9 radio sets 
valued at over $291,000 for overhaul in fiscal years 1960 and 196] 
at costs estimated at over $64,000 while the Army, Navy, and Air 
Force have a total of over 5,000 serviceable sets available for 
transfer. We apprised the Marine Corps of the availability of 
these sets on a reimbursable basis in the other services. It is 
unlikely that the Marine Corps will accept the sets on a reimburs- 
able basis inasmuch as serviceable sets can be obtained at less 
cost to the Marines by repair. 

The AN/PRC-8, 9, and 10 radio sets are eventually to be re- 
placed in the Army and Air Force with new sets (AN/PRC-25 and 
AN/PRC-37) which have already been developed. No additional con- 
mercial procurements of these sets are planned by any of the serv- 
ices. Therefore, the quantities of serviceable sets on hand within 
the DOD must satisfy the combined needs of the services for any 
one of these sets. The stocks of the serviceable items, however, 
are in imbalance so that under present conditions an individual 
service in a short-supply position will unilaterally program unnec- 
essary repairs of unserviceable sets. Accordingly, repair pro- 
grams should be carefully coordinated to insure that items are re- 


paired within the DOD only when and where required. ‘ 
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Ea conn chaces bets i¢hei.hadaer 

The Air Force is repairing, or has scheduled for repair at un- 
determined costs, 15 items valued at $164,002 when the same items 
are unneeded and available, in serviceable condition, in the Army. 

The Air Force Master Repair Schedule for electronic items for 
fiscal year 1960 provides for the repair of 58 types of items, com- 
mon with items used in the Army, at the Dayton Air Force Depot, at 
the Rome, San Antonio, and Sacramento Air Materiel Areas, and by 
outside commercial contracts. The following 15 of the 58 items 
scheduled for repair by the Air Force were in long supply in the 
Army, as of January 30, 1960. 


Releasable 

Item quantity Value 
PP-115/TRc-8 14 $ 4,508 
RA-68A 14 35,000 
Antenna 5 275 
P/O R-394U 3 171 
P/O R-394U 3 124 
BC=340 3 20,100 
AN/TRC-8 8 27,840 
ID-91A/ARN-6 25 2,012 
MT-274,A,B,C 50 250 
BC-610H 10 17,500 
Renee mec -6 30 3,780 
CU-182/GRC-26 2 2,680 
AN/GRC-9, 9X 31 37,820 
PP-846/U 1 56 

Total $164,002 


Se 
We discussed the items scheduled above with Army officials 


and were informed that the first eight items, valued at $99,904, 
could be transferred to the Air Force at no cost and the other 


seven, valued at $64,098, could be made available on a reimburs- 
able basis. 


55818 O—60 23 
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In the case of 8 AN/TRC-8 radio sets listed in the above. 
schedule, the Air Force had initiated repair work on two of the 
sets and incurred costs of $2,700. It was planning to repair six 
additional sets to satisfy a military assistance program require. 
ment. The $2,700 was unnecessarily expended inasmuch as sets ex. 
isted, excess to the Army's needs. The transfer of 8 sets to the 
Air Force will result in savings of at least $8,100 in repair 
costs which otherwise would have been expended. 


Lack of over-all control and coordination 
Of individual milit service's repair 


ac es and repair programs 

The services are not scheduling electronic maintenance wor, 
in such a manner as to assure that equipment is repaired at the 
most suitable location and in the most economical quantities to 
take advantage of production-line techniques. Our review dis- 
closed that one service is scheduling very small quantities of 
electronic items for repair and overhaul while another service is 
repairing the same item in larger quantities which are susceptible 
of the more economical production-line technique. Furthermore, un- 
used capability and capacity to repair electronic items exists in 
one service while at the same time other services have backlogs in 


repair work. 


1. Concurrent repair of small quantities 
and production-line quantities 
The Air Force repair schedule for fiscal year 1960 was con- 
pared with the Army repair schedule for the same period. We noted 


seven common items which both had scheduled for repair. In one of 


these instances, the Air Force planned to repair 12 receivers 
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R-390/URR while at the same time the Army had scheduled 517 for re- 
pair. In another instance the Air Force planned the repair of one 
amplifier AM-598/U when the Army had 337 on schedule, 52 receivers 
n-274 when the Army was repairing 219, and one power pack PP-846/U 
yhen 189 were to be repaired in the Army. 

A comparison of the Marine Corps repair schedule with the 
army schedule revealed a similar disparity between the quantities 
of the same items being repaired, or planned for repair, by the 
two services. The following are examples of small quantities be- 
ing repaired in one service in fiscal years 1960 and 1961, with 


production-line quantities being scheduled by the other at the 


same time: 
uantities 
Equipment arine Corps rmy 
AN/TCC-14 112 690 
SB-86/PT 34 461 
TT-4/TG 30 748 
AN/PGC-1 33 344 
AN/GGC-=3 32 387 
AM-598/U 8 337 
R-109/GRC 102 797 
R-108/GRC 16 2,138 
AN/GRC-26A 12 156 
AN/T1Q-2A 31 1,308 


PP-109/GR 363 
During the course of our review, we noted that the increase in 
the number of similar items being repaired at the same time generally 


results in lower unit repair costs. For example, the Army performed 


similar repairs at the Tobyhanna Signal Depot on the receiver trans- 


mitter RT-67 in quantities of 35 and 152 at different times. The unit 


cost to repair 35 items was $69.74 while the unit cost for the 152 


items was only $48.55. In another instance involving the repair of the 
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receiver transmitter component to the AN/PRC-8 radio set, the unit 
cost of repair was $66.84 when one item was repaired whereas the 
cost was only $39.26 when a larger quantity was repaired. we also 
discussed the relationship of unit repair costs on small and large 
production runs with a chief of maintenance at a repair facility 
in the Army. He stated that, on the average, increased volume 


will result in lower unit repair costs. 


2. Repair backlogs while other service has 
unused repair Capability and capacity 


The Army's electronic maintenance facilities are not being 
utilized to the extent of their possible capacity or capability 
while at the same time the Air Force and, to a lesser extent, the 
Navy have repair backlogs. The Air Force has contracted with con- 
mercial firms for significant portions of its repair requirements 
owing to the lack of in-house capacity. t our suggestion, the 
Army contacted the Air Force and worked out an agreement to per- 
form maintenance valued at $233,000 on Air Force equipment. This 
coordination will result in estimated net savings to the Govern- 
ment of $187,000, 

We found that the Army's maintenance facility at the Sacra- 
mento Signal Depot was operating at about 50 percent of capacity, 
Depot reports showed that over 1,200 persons could be employed and 
fully utilized on a one-shift operation.while the present staff 
totaled 613. Depot officials stated, however, that the depot 
could absorb 29,000 additional man-hours of maintenance workload 
in the fourth quarter of 1960 without any increase in personnel 


and overhead costs. 
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The Air Force in the meantime had been contracting for large 
portions of its electronic repair needs with commercial firms be- 
cause of the lack of sufficient in-house repair capacity. At the 
time of our review, the Air Force had awarded fiscal year 1960 re- 
pair contracts totaling $1,624,674 to alleviate repair backlogs. 
The Naval Air Station at Alameda, California, also had a backlog 
in the overhaul and repair of radios and radar component parts. 

We apprised officials at the Sacramento Signal Depot of the 
packlog conditions in the Air Force and Navy and suggested: that 
they investigate the possibility of performing certain maintenance 
work for these services. As a result, depot officials visited the 
Naval Air Station, Alameda, in January 1960 and the Rome Air Ma- 
teriel Area (ROAMA) in February 1960 for the purpose of arranging 
cross-service maintenance agreements. At the time of our review, 
arrangements had been worked out for the Army's Sacramento Signal 
Depot to perform 12,332 man-hours of maintenance work for the Air 
Force. Further arrangements are being made for the repair by the 
Army of additional Air Force items to the extent of 16,668 addi- 
tional man-hours of work. This amounts to 29,000 man-hours, the 
amount of work which can be performed by the Sacramento Signal 
Depot without additional costs. The total value of this mainte- 
nance to be performed by the Army for the Air Force during the 
fourth quarter of fiscal year 1960 approximates $233,000. That 
portion of the $233,000 which represents direct labor and overhead 


is a saving to the Government and is estimated to total $187,920. 
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Conclusion 


Our review has disclosed that electronic maintenance Prograns 
and activities in the individual services are not coordinated in 
any manner. Consequently, items are being repaired (1) unneces- 
sarily when serviceable items are available in the other Services, 
(2) uneconomically in small quantities when lower repair costs 
would result if combined with larger repair programs in the Other 
services, and (3) commercially when maintenance capability and ca. 
pacity are available in another service and not being used. We 
are of the opinion that electronic maintenance activity in the pop 
requires the highest degree of coordination and control to insure 
that items are economically repaired only when needed. This con. 
trol and coordination to insure that only necessary repairs are 
made is particularly important in the electronics area because of 
rapid technological advances and the consequent acceleration of ob. 


sOlescence, 


COSTLY DUPLICATION AND OVERLAPPING OF SUPPLY 
MANAGEMENT FUNCTIONS AND ORGANIZATIONS 


Uneconomical and inefficient operations are resulting because 
of the duplication and overlapping of electronic supply management 
functions and organizations among the military departments. Un- 
jSRendey iatntnteetive costs are being incurred because there 
are six independent organizations performing the same or similar 
stock-management functions. Consolidation of these organizations 
could be expected to effect significant reductions in the present 
administration costs which exceed $25 million annually. In addi- 


tion, failures in supply support and unnecessary costs occur as @ 
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result of dndependent determinations of the type and quantities of 
are parts needed initially to support the same electronic items 

Mm py two or more services; electronic systems are unnecessarily 

a the supply systems because of failures to combine or re- 

late similar operational requirements; and the duplication or over- 


ing of storage and distribution functions is costly and un- 
Lapp 


necessary. 











354 MILITARY SUPPLY MANAGEMENT 


Unnecessary costs and inefficiencies as a 
result of duplication of stock management 
unctions 
Unnecessary administrative costs are incurred, and supplies 
on hand are not effectively managed, Defense-wide, due to the ex. 
istence of six independent organizations within the DOD performing 
the same or similar stock management functions. 
Stock management of the majority of the minor electronic itens 
used in the DOD is conducted independently by each of the military 


services at the following locations: 


United States Army Signal Supply Agency, Philadelphia, Penn- 
sylvania 


United States Marine Corps Supply Activity, Philadelphia, 
Pennsylvania 


United States Navy Aviation Supply Office, Philadelphia, Penp. 
sylvania 


United States Navy Electronics Supply Office, Great Lakes, 
Illinois 


Dayton Air Force Depot, Dayton, Ohio 

Rome Air Materiel Area, Rome, New York 
Administrative costs incurred by these organizations in connection 
with electronics stock management exceed $25 million annually, 
This is composed of approximately $21 million for salaries, $3 mil- 
lion for automatic data processing system rentals, and $1 million 
for space and other costs, 

Over 825,000 items of supply are independently managed by 
these organizations of which more than 256,000, or 31 percent, are 
identified as being common with one or more of the other services, 
This recognized commonness, moreover, is generally acknowledged to 
be understated because of uncorrected errors in identification con- 
mitted during and after conversion to the Federal supply classifi- 
cation. (See p. 54.) 
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The practices and procedures adopted by each of these organi- 
gations to determine stock levels, procure, process transactions, 
and record the status and location of the thousands of minor elec- 
tronic items on hand, in use, or on order, are the same or similar. 
Rach of the functions mentioned above is principally accomplished 
through the use of automatic data processing systems. Original 
stock levels are automatically. revised based on demand and consump- 
tion of the individual services; procurement actions are automati- 
cally initiated when stocks on hand reach a reorder point; requisi- 
tions and receipts are processed automatically; and inventories of 
stocks on hand are automatically revised based on summaries of 
transactions prepared by machine. Under these machine operations, 
a significant increase in the quantities of the items now being 
managed would not result ina proportionate increase in either 
clerical personnel or machine processing time required. 

In summary, supply management of minor items, which comprise 
over 95 percent of the total electronic items managed by the serv- 
ices, is almost completely accomplished by mechanical means with 
only limited human judgment required on a day-to-day basis. Conse- 
quently, these functions now performed by independent organizations 
within the DOD are readily susceptible of consolidation. Such con- 
sOlidation could be expected to effect significant reductions in 
the present administrative costs which exceed $25 million annually. 

In addition to the potential for reductions in administrative 
costs, consolidation also would provide a basis for increasing the 
degree of utilization of inventories of minor items and would re- 


duce procurements. Under the present independent stock management 
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systems, minor items of supply may be in a long or excess position 
in one service while another service is procuring or is in a bac,. 
order position with respect to the item. This is primarily due to 
the impossibility of comparing on a regular basis the stock status 
of hundreds of thousands of items managed independently by each 
service. Consolidation of stock management functions related to 
minor items would overcome this obstacle and provide the basis for 
the maximum utilization of minor items on hand in the DOD. 

The significance of this deficiency and an indication of the 
potential which exists for increasing the degree of materiel uti}4. 
zation are very well illustrated by the results of a recent proj- 
ect conducted by the services on the basis of our recommendation, 
The project provided for the Army to screen by mechanical means un- 
filled Air Force requisitions for common minor electronic items 
against its records of releasable items. This involved the screen- 
ing of 49,675 common items and resulted in the identification and 
transfer of 8,797 items, valued at $1,448,063, which were on hand 
and releasable by the Army. The project was expanded to include 
the comparison of unfilled Army needs with Air Force releasable 
stocks and Air Force unfilled needs with Navy releasable stocks, 
As a result, additional stock transfers valued at $1,052,120 were 
accomplished, 

In addition to the results of the above study, conducted dur- 
ing the period from March through October 1959, our review dis- 
closed a number of other instances in which one service was in 
long supply while other services needed, and in some cases were 


procuring, the same minor item at the same time. In the case of 
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e 


the Army, @ selective review of minor items being procured by that 
department disclosed 10 items valued at $35,381 which were avail- 
able from other services. For instance, the Army was procuring 
630 vibrators (FSN 6130-521-8214) valued at $19.50 each while 362 
of the same items valued at $7,059 were available in the Marine 
Corps. Upon being apprised of these items, the Army formally re- 
quested them from the Marine Corps and informed us that it will 
cancel a procurement action for 320 items upon confirmation of 
their availability. In another instance, the Army was procuring 
335 detectors (FSN 6625-245-9619) valued at $9,045 when at the same 
time the Air Force had 1,056 items on hand. At our suggestion, 

the Army is requesting a transfer of the items from the Air Force. 

Another test of recent procurements of electronic repair 
parts by the Marine Corps disclosed that 8 of 23 common items 
valued at $2,554 could have been supplied from the Army's economic 
or mobilization reserve stocks. Such reserves represent those sup- 
plies which are over and above the 30-month supply on hand for 
peacetime operating needs. 

The supply organizations in each of the services are also in- 
dependently procuring the same minor items at or about the same 
time at different prices. For example, a limited test disclosed 
that 13 electronic repair parts procured by the Navy were also pro- 
cured by the Air Force at or about the same time. In some cases, 
the Air Force paid more than the Navy and in other cases the Navy 
paid a higher price. In the aggregate, the service paying the 
higher price paid over $10,000 more for the items than prices paid 


by the other service. In another instance, we noted that the 
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Marine Corps had independently procured nine items which the Arny 
had also recently procured. The Army's procurements were for 
larger quantities at lower unit prices. The Marine Corps paid 
$+,986 for the items which, based on the Army's prices, could have 
been procured for $2,0+0. Our review also disclosed that the Ma- 
rine Corps was procuring 13 tuning drives at a unit price of $220 
which was substantially in excess of that being paid by the Army, 
We apprised the Marine Corps of the difference in prices, and the 
procurement was canceled and a new contract was placed with the 
lower priced supplier. This action resulted in a saving of about 


$175 per unit for a total saving of $2,275. 
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Duplication of initial provisioning function 
Wi Er consequent adverse effects on ability 


© coordinate 

Each service duplicates the initial provisioning function 
which results in the assignment of two or more catalog identifica- 
tions for the same spare part. This subsequently precludes any 
gort of coordination or interservice transfers with respect to the 
item. Furthermore, the duplication of this function for common 
electronic systems is unnecessary and uneconomical. 

The DOD defines initial provisioning as the process of deter- 
mining the range and quantity of items (1.e., spares and repair 
parts, special tools, test equipment, and support equipment) re- 
quired to support and maintain an end item of materiel for an ini- 
tial period of service. Its phases include the identification of 
items of supply and the establishment of data for catalogs and 
technical manuals. 

Each service duplicates many or all of the provisioning steps 
each time an item of electronic equipment, which is also used by 
another service, enters the supply system. The techniques and pro- 
cedures used, with insignificant variations, are similar in each 
service. However, the duplication of this function results in un- 
necessary administrative costs through duplication of staffs, un- 
necessary publication of separate technical manuals, and assign- 
ment of two or more Federal stock numbers to the same item. The 
latter subsequently results in an inability to identify common 
items and contributes to overprocurements, unnecessary generation 


of excesses, and unnecessary failures in supply support. 
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We reviewed results of the independent provisioning for three 
selected end items which are used by the Army, Navy, and Marine 
Corps. We found that 267 of 534 line items that support the three 
equipments had been assigned different Federal stock numbers 
(FSN's) even though identified by the same manufacturers’ part nun. 
bers. These different FSN's occur for such reasons as different 
manufacturers’ locations or inconsistencies in describing items, 
For example, one item was assigned a different FSN because one 
service used a fraction (17/32 inches) to describe an item while 
the other service used decimals (.531) to describe the same item, 
The following shows the end equipments we reviewed which were in- 
dependently provisioned and the extent that duplicate identifica. 
tion occurred in respect to common spare parts for each equipment; 


Common items 


reviewed 
Number 
with 
different 
Total FSN's for 
Equipment Users Manufacturers reviewed same part 
AN/ARC-55 Army Collins Radio 211 180 
Radio set Navy 
AN/URM-61A Army Transitron 87 37 
Signal gen- 
erator Marine Corps 
AN/URD -4 Army Olympic Radio 236 50 
Direction 
finder Marine Corps a = 
Total 534 267 


We reviewed in detail 30 of the 267 common items where differ- 
ent FSN's had been assigned during the provisioning process. We 


found that 7 of the 30 items had since been corrected and now 
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carry the same FSN's. The review of the remaining 23 items dis- 
closed that 7 of the items are in an excess or long position in 
one. service while another service needs the items valued at 
$44,144. Quantities of three of the items excess in one service 
were currently being procured by other services. 

During the course of our review, we noted numerous other in- 
stances Of duplication of FPSN's. At the Navy Electronic Supply Of- 
fice, we noted that the Navy and Air Force assigned the same FSN's 
to only 298 of 534 parts which support the same equipment. An- 
other test in the Air Force disclosed that 18 items common with 
the Navy had been assigned FSN's different from those used by the 
Navy. 

The duplication of FSN's for the same items adversely affects 
attempts to coordinate supply matters among and between the serv- 
ices. For example, the Navy, after determining a need for 3,302 
vibrators valued at $107,678 for the repair of AN/ARA-25 radio 
sets, contacted the Air Force to determine whether the vibrators 
were available from that service. The Navy was informed that 
the vibrators were not available in the Air Force. Our review, 
however, disclosed a discrepancy between the Federal stock 
numbers used by the two services for the vibrator. Moreover, 
we found that the Air Force had available a large quantity of 
vibrators which could be released to the Navy. As a result of 
bringing this matter to the attention of the two services, the 
Air Force transferred 1,065 vibrators to the Navy effecting a 
saving to the Government of $34,730 and alleviating work stop- 


pages being caused by a shortage of 408 of the vibrators. 
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We also noted that the Navy requested five AN/GRC-5 and five 
AN/VRC-10 radio sets valued at $13,000 from the Army in August and 
September 1959. In both instances, the Army replied that the 
items were not available. In both instances, we noted that sur. 
ficient stocks were on hand and releasable to satisfy the Navy's 
needs. The negative replies occurred because the Navy used differ. 
ent Federal stock numbers than the Army used for the same items, 

These differences in FSN's, which are principally the result 
of duplicate provisioning and cataloging activities in the sery- 
ices, result in unnecessary procurements and failures or delays 
in satisfying using units' requisitions or needs. The combining 
or centralization of provisioning and cataloging functions and or. 
ganizations now duplicated in each of the services would provide 
the basis for preventing the assignment of duplicate FSN's and 
their consequences. We recognize, however, that centralization 
will not correct the duplicate FSN's which already exist. Only 
through additional emphasis on present programs undertaken by the 


DOD to purify the catalog can this be accomplished. 
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Unnecessary entr of items into supply system 
Unnecee rack of control or monitorehip 

A number of electronic items are unnecessarily entering the 
supply systems primarily because of the lack of effective DOD con- 
trol or monitorship. 

During the course of our review, we noted several different 
electronic systems which had similar operational and/or design 
characteristics. In each instance the military services stated 
that the differences which did exist were necessary and that the 
systems counterpart used by another service could not, because of 
minor design or operational characteristics, fulfill their require- 
ments. While we recognize that technical requirements must be met 
and will affect the numbers of individual electronic systems which 
must be secured and supported, we believe that in many instances 
an electronic system could have been developed or adopted in lieu 
of two or more that now exist for similar purposes if appropriate 
control or monitorship had been exercised. An illustrative situa- 
tion, discussed below, existed in respect to the independent devel- 
opment by the Army and Navy of similar sets to perform a similar 
ground-to-aircraft communication function, 

The Army awarded a contract to Collins Radio Company in Febru- 
ary 1952 for development of the AN/VRC-24 radio set with direct- 
current operation and with an output of two to three watts. How- 
ever, since these characteristics were unsatisfactory to the Navy 
and the Marine Corps, the Navy awarded a contract in March 1953 to 
the same contractor for development of the AN/URC-9 radio set to 
fulfill the same general requirement but providing for both 


55818 O—60—24 
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alternating- and direct-current operation and with an output of 2 
watts. 

In 1955 the Army increased the output of the AN/VRC-24 to 2 
watts and also started the development of another model, designate 
the AN/URC-28, which would have the same general operating charao. 
teristics as the AN/VRC-24 and both an alternating- and direct. 
current capability. These two equipments were successfully servigg 
tested in September 1957. The Army subsequently dropped its re- 
quirement for the AN/URC-28 radio set, which provided both 
alternating- and direct-current capability, in favor of radio sets 
having either alternating- or direct-current capability. The 
alternating-current version was assigned the nomenclature of 
AN/TRC-68, The only other basic difference between the VRC-24 and 
the TRC-68 is the case in which it is placed, 

The Navy set providing both an alternating- and direct- 
current capability was designated the AN/URC~-9 and a set provid. 
ing only an alternating-current capability was designated the 
AN/URC-9X. The Navy sets are presently being service tested prior 
to the award of a production contract. 

The characteristics of the Army and Navy sets became basi- 
cally the same as a result of the changes and modifications made 
during the development stages. In fact, the equipments became 
so similar that the Air Force, having a requirement for a radio 
with the same operating characteristics as either the Army or Navy 
sets, had planned to adopt whichever alternating-current set was 
first available. In this respect, an Army liaison officer with 


the Air Force informed Army Signal Corps officials in September 
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1958 that an Air Force procurement would be predicated primarily 
upon which equipment would be available first. However, we could 
find no attempt being made by either DOD, Army, or Navy officials 
to obtain agreement on a common equipment, 

production orders for the Army equipment were placed with Col- 
lins in October 1958 for 600 units of the AN/VRC-24 at a unit cost 
of $6,386 and for 100 units of the AN/TRC-68 at a unit cost of 
$11,412. In June 1959, the Army ordered 526 of the TRC-68's for 
the Air Force, and, with the increase in quantity, Collins reduced 
the unit price on the total of 626 units to $7,972. The Army, 
therefore, saved over $340,000 on 100 units because the Air Force 
and Army were procuring common items on a higher volume basis, 

We believe that additional procurement economies and more ef- 
ficient supply management could have been effected in this instance 
if the Army and the Navy had agreed on common equipment satisfac- 
tory to all users. 

In general, a reduction in the numbers of individual items 
which must be supported within the DOD reduces the administrative 
and supply management workloads and will provide the basis for ad- 
ditional and more effective management of those items firmly deter- 


mined to be needed in the supply systems. 
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result o e duplication and overlap o 

stribution and storage activities 

Unnecessary shipments, crosshaul and backhaul of materiel, 
and inefficient utilization of storage facilities result because 
of the duplication, overlap, and failure to coordinate distriby- 
tion and storage systems independently administered by each mili- 
tary service. Considerable economies and efficiencies could be 
effected through the combination or centralization of the manage - 
ment of these independently administered systems. 

The Army, Navy, Air Force, and Marine Corps independently 
maintain and administer materiel distribution systems. Each sys- 
tem is comprised of supply depots, bases, and stations that re- 
ceive, store, and issue items of supply. The receipt, storage, 
and issue function is facilitated through communications networks 
which connect inventory control points, storage points, and mili- 
tary bases. The systems differ materially between the individual 
services. For example, the Army positions its electronic stocks 
at four prime storage points and three substorage sites. The Air 
Force stocks its electronic items at two depots, each of which is 
responsible for distribution of its cognizant supplies to Air 
Force organizations worldwide. The Navy endeavors to position its 
electronic stocks at a number of distribution points or primary or 
secondary stock points so as to have the supplies where the major- 
ity of its customers are located. The Navy distribution system 
does not provide for storage and distribution points which are 
wholly concerned with wholesale electronic stocks. The Marine 


Corps has a wholesale stock point on the east coast and another on 
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the west coast of the United States. Each of these two Marine de- 
pots is concerned with all items of supply including electronic 
items. 

In any geographical region of the United States, there are 
several wholesale depots, or quasi-wholesale supply points, en- 
gaged in supplying their services with electronic items. For ex- 
ample, in the northeastern area, the Army's Tobyhanna Signal Depot 
in Pennsylvania, the Air Force's Rome Air Materiel Area in New 
york, the Navy Supply Depot at Mechanicsburg, Pennsylvania, and 
various other Navy supply points are all independently supplying 
their services with electronic items. In view of the high degree 
of recognized and potential commonness of electronic supplies and 
equipment used by the services, there is a high degree of dupli- 
cation of items stocked by these depots in the same geographical 
area. In addition, due to a failure or inability of the services 
to coordinate the huge number of daily transactions which occur, a 
depot often sends materiel to consumers who are located near an- 
other service's stock point. As a result, supplies are trans- 
ported at increased costs and the consumer is without the materiel 
for a longer period of time than necessary. 

During the course of our review, we noted a number of in- 
stances where shipments were made cross-country at unnecessary 
costs when the same items were available from another service at 
or near the shipment's destination. For example, the Air Force 
shipped the following four items to west coast installations dur- 
ing August and September 1959 from eastern depots when the items 


were on hand and releasable in Navy installations on the west 


coast: 
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Items Quantity shipped Value 
Loop assembly AS-313B/ARN-6 26 $12,298 
Radio compass R-101A/ARN-6 34 20, 332 
Synchronizer SN-59/APS-42 1 2,100 
Wave guide assembly APS-42 _6 178 


Total 67 $34,908 


In another instance, the Marine Corps shipped 32 AN/PRC-8 radio 
sets from Georgia to the west coast for transshipment to Okinawa 
when at the same time sufficient sets, 241 of which were excess to 
their requirements, were on hand in Navy installations on the west 
coast. The following are additional examples of failure to coordi. 


nate distribution of materiel: 


1. The Army had requisitions on hand requiring the shipment 
of AN/GRC-26 radio sets to Europe when the Air Force re- 
turned five of the identical items valued at $90,000 to 
the United States from Europe. 

2. The Army in Korea ordered various quantities of six items, 
including 16 AN/VRC-10 radio sets from the United States, 
while these items were on hand and excess to requirements 
at a naval base in Japan. 

Conclusion 

The failure of the services to obtain full utilization of as- 
sets on hand, the excess costs incurred because of the failure or 
inability to coordinate procurement functions, the duplication of 
organizations performing similar functions, and the existence of 
independently administered distribution systems are costly and in- 
efficient. The electronic items managed by each of the services 
contain a high degree of commonness or similarity. Consequently, 
considerable savings of administrative costs, increased efficiency, 
and improvement in the ability to provide supply support would re- 
sult from the combining or centralizing of supply management func- 


tions and organizations. 
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Q = CONC Cc NDATIONS 
Our review has disclosed that the present efforts of the De- 


partment of Defense to coordinate and integrate electronic supply 
management have had only token results to date. Furthermore, it is 
doubtful that the continuation of the present techniques will re- 
sult in any significant improvement in coordination simply because 
of the complexity and cumbersomeness of those procedures designed 
to attain coordination of four independent supply systems. Our re- 
view, however, has demonstrated that the potential exists for im- 
proving the utilization of assets and increasing the efficiency 

and effectiveness of supply operations. We believe that the most 
economical, efficient, and effective supply management of elec- 
tronic supplies and equipment within the Department of Defense can 
be attained only through the centralization of all involved func- 
tions and organizations. 

The responsibilities and authorities assigned to the organi- 
zation managing electronics should include (1) authority to moni- 
tor the entry of new equipment into the supply system, (2) re- 
sponsibility for reviewing, coordinating, and consolidating re- 
quirements, (3) responsibility for all procurement, (4) responsi- 


bility for determining the depth and range of initial supporting 
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spare parts for new items, (5) ownership of all wholesale Stocks 
including mobilization and production reserve stocks, (6) contro) 
and management of maintenance programs, (7) storing and distribut- 
ing supplies and equipment, and (8) disposing of materiel excess 
to the needs of the DOD. 

Accordingly, we recommend to the Secretary of Defense that 
consideration be given to assigning the management of electronic 
supplies to an organization within the Department of Defense that 
will be given the necessary authority and responsibility to cen- 
trally manage all electronic equipment and supplies at the whole- 
sale level. 

We submitted our findings to the Department of Defense for 
comment and, in response, the Acting Assistant Secretary of Detense 
(Supply and Logistics) advised us in a letter (see appendix B) 
dated April 29, 1960, that a study of the management of electrical/ 
electronic materiel had been initiated in January 1960. He stated 
that it would be premature and inappropriate to comment on our rec. 
ommendation for centralizing the management of electronic supplies 


until the results of the study, scheduled for completion in Noven- 
ber 1960, are known. 
In view of the significant potential for increasing the utili- 


zation of electronic supplies and equipment on hand within the DOD 
as demonstrated by the results of our review, and in view of the | 
extended period of time which will elapse until the results of the | 
DOD study are determined and corrective action is taken, we sug- 
gest that the Secretary of Defense have immediate interim meas- 
ures taken to obtain maximum utilization of electronic materiel 


under existing conditions. This course of action could be in the 





Ocks 


ntro] 
ribut- 


Xcess 


that 

onic 
that 

cen- 


whole- 


for 
Detense 
B) 
>trical/ 
Stated 
ur rec. 
ipplies 


Novem- 


» utili- 
she DOD 
' the 
of the 
sug- 
neas- 
-eriel 


in the 





371 
MILITARY SUPPLY MANAGEMENT 


the Department of 
ry staff within 

tablishing a tempora 

form of es 


f each service and 
tronic supply actions o 

to monitor elec 

pefense 


t interservice transfers where appropriate. 
direc 








372 MILITARY SUPPLY MANAGEMENT 


SCOPE OF REVIEW 

Our review of supply management of electronic supplies ang 
equipment within the Department of Defense was directed pringj. 
pally toward determining the adequacy of efforts to coordinate syp. | 
ply activities and eliminate duplication and overlapping of organ}. 
zations and functions. In each military service, we made selected 
reviews of requirements computations, procurements, and supply map. 
agement actions in respect to certain radio, radar, telephone ay 
teletype systems, and their components and spare parts. We: visite 
and conducted appropriate phases of our review in the offices of 
the Assistant Secretary of Defense (Supply and Logistics) and at 
appropriate headquarters and organizational units of the Depart- 
ments of the Army, Navy, and Air Force in the continental United 
States, Europe, and the Far East. A schedule of those organiza- 
tions and units visited or contacted during our review is sumna- 


rized in appendix A. 
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APPENDIXES 


ApPpENDIX A—SCHEDULE OF ORGANIZATIONS AND INSTALLATIONS VISITED OR CONTACTED 


DURING THE REVIEW 


Our review encompassed appropriate examinations of supply management func- 


tions at each of the following military headquarters or installations: 


Office of the Assistant Secretary of Defense (Supply and Logistics) 
Armed Forces Supply Support Center 

Office of the Chief Signal Officer, United States Arny 

United States Army Signal Supply Agency, Philadelphia, Pennsylvania 
United States Army Signal Depot, Tobyhanna, Pennsylvania 

United States Army Signal Depot, Lexington, Kentucky 

United States Army Signal Depot, Sacramento, California 

United States Navy Bureau of Ships 

United States Navy Bureau of Naval Weapons 

United States Navy Aviation Supply Office, Philadelphia, Pennsylvania 
United States Navy Electronics Supply Office, Great Lakes, Tilinois 


— Air Materiel Command, United States Air Force, Dayton, 
io 


Dayton Air Force Depot, Dayton, Ohio 

Rome Air Materiel Area, Rome, New York 

Headquarters, United States Marine Corps 

Marine Corps Supply Activity, Philadelphia, Pennsylvania 
United States Marine Corps Depot, Albany, Georgia 

United States Marine Corps Depot, Barstow, California 


Selected Army Posts, Naval Air Stations, Naval Supply Depots, Naval Ship- 
yards, and Air Force Bases 


Selected United States Army, Navy, and Air Force supply activities in 
Burope and the Far East 
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APPENDIX B 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 25, D.C. 


SUPPLY AND LOGISTICS 


SN 
APR BY 1960 


Dear Mr. Rubin: 


This is in reply to your letter of March 4, 1960 to the Secretary 
of Defense enclosing, for review and comment, copies of a GAO draft 
Report on the Review of Supply Management of Electronic Supplies and 
Equipment Within the Department of Defense. The opportunity to submit 
comments prior to preparation of the report in final form is appreciated, 


The draft report has significant value in documenting certain pro. 
cedural weaknesses in the operation of the interservice support progran, 
It is our goal to provide, through controlled redistribution and 
utilization of total available assets, the optimum degree of military 
readiness and economical use of supply system inventories. A group of 
Department of Defense policies has been developed for achievement of 
this goal, and further actions are under way or planned to improve our 
policies and techniques. 


With regard to the specific items and instances as cited in the draft 
report, additional information is furnished in Enclosure 1 for your use 
in editing and clarifying the report. 


The draft report makes general reference to the Interservice Supply 
Support Program but it does not set forth the key Department of Defense 
policies involved which are the subject of criticism. For your infor- 
mation, copies of the most important Department of Defense directives 
and instructions are enclosed, and it would be of considerable value to 
the Congress in its evaluation if summaries of the key policies were 
included in the report. 


In the last few years electronic materiel has grown to be a large 
and vital segment of Department of Defense inventories. Due to the 
nature and uses of electronics, e.g., communications, guidance, and 
control, electronic materiel has become integrated with many weapons 
systems and requires management considerations different from those 
given the non-technical categories of materiel. 


5 
i 
re 
a 
al 
P 
D 
u 
hi 
d 
0 
b 
t 
N 


~~ - © @ 





nd 
bind t 
ciated, 


Supply 
Pense 
Pore 
7e8 

we to 


ge 


w 
~J 
Gq 


MILITARY SUPPLY MANAGEMENT 


In January 1960, a study was initiated by the Armed Forces Supply 
Support Center on Management of Electrical/Electronic Materiel. This study 
includes Federal Supply Groups 58 and 59 which were covered in the draft GAO 
report, FSG 62 "Lighting Fixtures and Lamps", and FSC Class 6625, "Electrical 
and Electronic Properties Measuring and Testing Instruments”, a total of 
about 800,000 items. In order to recommend courses of action which will 

de for optimum management of electrical/electronic materiel in the 

tment of Defense, the study team will research in depth the methods 
ysed by each of the four services in their entire cycle of logistics 
management, to determine which forms of integrated logistics management are 
pest suited for this highly complex area. Without prejudging the conclusions 
of this study, we are confident that the results of the study will provide a 
plueprint for solution of the general problems cited in the GAO draft report. 
The study team report and recommendations are scheduled for completion in 
November 1960. 


We agree with your conclusion (Page 65) that the potential exists for 
improving the utilization of assets and increasing the efficiency and 
effectiveness of supply operations which pertain to electronics. Toa 
considerable extent this potential is afforded because of the improved 
item management approach to integrated control of inventories within the 
DoD. 


With regard to your conclusion that it is doubtful that continuation 
of present techniques will result in any significant improvement in coordina- 
tion simply because of the complex end cumbersome procedures designed to attain 
coordination of four independent supply systems, we cannot agree categorically. 
It is our firm belief that it is the technical complexity of the materiel which 
poses the greatest problem and that this problem must be fully recognized and 
treated realistically in any integrated management solution. 


In any event, until the results of the study now under way on management 
of electrical electronic materiel are known, it would be premature and in- 
appropriate to comment on the recommendation for centralizing the management 
of electronic supplies to an organization within the Department. 


Please feel assured that the problems presented in this draft report 
will be fully considered within the framework of the study of the categories 
which is now under way. We are pleased to have the opportunity of furnishing 
these comments. 


Sincerely yours, 


Sly Utes 


PHILLIP LeBOUTILLIER, JR. 
Enclosures Acting Assistant Secretary of Defense 
as stated (Supply and Logistics) 


Mr. H. H. Rubin 
Assistant Director 
General Accounting Office 





